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Foreword 



THE Eighth National Conference on 
School Finance sponsored by the NEA 
Committee on Educational Finance 
was the forum for the discussion of a 
wide range of issues and problems un- 
derlying the financing of public schools 
today and the techniques developed for 
their solution. The Committee is privi- 
leged to make the proceedings of the 
conference available to assist students 
and practitioners in school finance. 
The viewpoints expressed in the papers 
which comprise the proceedings are 
those of the individual authors and do 
not necessarily reflect the views of the 
National Education Association or of 
the Committee on Educational Finance 

The papers are grouped by major 
subject: 'the broad economic, social and 
political issues in education and in 
school support ^the foundation plan of 
school support; "the development of 
measures of ability of state and local 
governments to support schools the 
size and structure of school systems and 
the size-cost relationship ; c the improve- 
ment of the property tax;'-*the decision- 
making process in school finance ;7the 
tools of decision-makingfthe develop- 
ment of co-operative efforts to solve 
metropolitan problems ff and the financ- 
ing of capital outlay and capital outlay 
needs. 

This year almost 200 leaders in 
public-school finance attended the con- 
ference. The participants included uni- 
versity professors and students of 
school administration and finance, rep- 
resentatives of state education associa- 



tions, state departments of education, 
and the U.S. Office of Education. 

The Committee expresses its appre- 
ciation to the speakers for the high 
quality of the papers presented and to 
participants for the many helpful com- 
ments and suggestions concerning the 
program of the conference. 

This conference was organized and 
conducted under the guidance of Erick 
L. Lindman who was a member of the 
Committee from 1959 to 1965 and 
chairman since 1961. The Committee 
also takes this opportunity to express 
its great appreciation to Dr. Lindman 
for the high quality of his leadership 
and his great contribution to the work 
of the Committee. 

The Committee also wishes to ac- 
knowledge the support these confer- 
ences have received over the years 
from Frank W. Hubbard, NEA Assist- 
ant Executive Secretary for Informa- 
tion Services, and Sam M. Lambert, 
NEA Director of Research and the staff 
contact for the Committee. 

Appreciation is also extended to the 
NEA Staff members who organized the 
conference and prepared these proceed- 
ings for publication: Jean M. Flanigan, 
Assistant Director of the Research Di- 
vision and Secretary to the Committee; 
Beatrice Crump Lee, Publications Edi- 
tor of the Research Division and the 
Committee on Educational Finance; 
Gwendolyn Wintrode, Secretary, Val- 
deane Rice, Administrative Assistant, 
and Wally Anne Sliter, Chief of the 
Typing-Production Section. 

Burley V. Bechdolt, Chairman 
NEA Commmittee on Educational 
Finance, 1965-66 
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Greetings from the NEA 

Frank W. Hubbard, Assistant Executive Secretary 
for Information Services 



It is a pleasure and a privilege to 
welcome you to this Eighth Annual 
Conference on School Finance in the 
name of the National Education As- 
sociation and the Committee on Edu- 
cational Finance. 

Some of us never expected that the 
number of conferences would ever 
reach eight. Guiding the Committee’s 
budget each year through the com- 
plexities of the NEA budget made us 
very cautious in predicting the number 
of conferences that the years would 
bring. 

Because of our uncertainties, we 
were delighted when Bob Wyatt, last 
year’s NEA President, compared the 
proceedings of these conferences with 
the famous report of the Committee of 
Ten and the more recent reports of the 
Educational Policies Commission. It is 
true, as Bob said, the bringing together 
of leaders in some phase of education 
to deal with significant problems has 
been one of the most productive phases 
of the NEA’s work. 

But merely to produce reports has 
never been the limit of the NEA’s ef- 
fort. The history of American educa- 
tion shows that truly significant studies 
and reports have served as spark plugs 
which ignited local and state effort. 



I have been told that over the gate- 
way of a major western university there 
is a motto. I can recall only the gist of 
it as follows: “They only are truly edu- 
cated who, from this place departing, 
bear their added gifts in service to their 
fellow men.” We might very well para- 
phrase that motto so as to apply it to 
many NEA reports and to the work of 
this conference. We can justify these 
meetings only if they produce improve- 
ments in state and local finance laws 
and practices. 

We are sure that past conferences 
have produced results. Many partici- 
pants have written saying that these 
conferences have helped them do then- 
own particular jobs better. Since par- 
ticipants are all key persons, the im- 
provement of their knowledge, inter- 
ests, and goals is a significant step 
forward. 

Some participants have reported in 
more detailed and practical terms. They 
have told us of similar finance confer- 
ences held in their own states; they 
have reported on research studies in- 
spired by these conferences; they have 
sent us evidence of new and better 
finance laws; and a few have reported 
large sums of money made available for 
instruction and salaries because of the 



ideas picked up in these annual con- 
ferences. Thus, indeed, have the values 
and products of these conferences been 
made to serve the forward progress of 
education. 

As we examine the history of 
America and of American education, 
we are often struck by “the power of 
a good idea.” When a “good idea” be- 
comes the possession and the obsession 
of leaders, such as you here assembled, 
then something worth while is bound 
to happen. Library shelves are filled 
with books containing good ideas. Per- 
haps someday we shall discover that 
space itself is filled with blooming, 
buzzing ideas. But we need perhaps to 
remind ourselves that good ideas must 
be captured by the minds of men — and 
put to work. 

And in putting to work these good 
ideas about finance let’s not be too ex- 
clusive. You participants in these meet- 
ings are technicians and experts. As 



you go along with your work, take a 
little time to teach the classroom teach- 
ers, principals, and others who are less 
expert in matters of taxation and 
finance. Let us remember that one rea- 
son we have this Committee on Edu- 
cational Finance is that 30 years ago 
the Department of Classroom Teachers 
asked the NEA to eliminate “the eco- 
nomic illiteracy” among teachers. Part 
of the assignment of our Committee is 
to interpret finance ideas to our mem- 
bers and to the general public. 

Because of the leadership of this 
Committee in its planning and allot- 
ment of funds we are sst to hold an- 
other major conference. As in the past 
we are indebted to Sam Lambert and 
the NEA Research Division for many 
hours of work upon the details of ad- 
ministration and operation. 

Therefore, nothing more needs to be 
said other than “good luck and best 
wishes” in your deliberations. 
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PART ONE 



Economic and 
Political Issues 



The Economic and Fiscal Outlook 

Waller W. Haler 



The revenue act of 1964, which 
cut taxes on this year’s incomes by $14 
billion, has greatly strengthened the 
financial underpinnings of education: 

Tangibly, by generating more in- 
come, more sales, more jobs, more 
profits, i.e., by strengthening the state- 
local tax base 

Intangibly, by gaining acceptance for 
modem economic ideas on the national 
policy scene, i.e., by strengthening the 
policy base for future economic expan- 
sion. 

To assess this new economic setting 
for school finance — its background, its 
characteristics, and its significance — is 
the purpose of these remarks. Let me 
begin by reviewing the great economic 
expansion of 1961-1965 which is both 
the product and the agent of economic 
change. No previous peacetime expan- 
sion can match it for length, strength, 
balance, and policy innovation. 

Length, Strength, and Balance 

Length — We are in the fiftieth month 
of expansion. This ties the peacetime 
record set by the 1933-1937 expansion 
(which ended with 14 percent unem- 
ployment, hardly in the same cate- 
gory). It nearly doubles the 26-month 



Dr. Heller is Professor of Economics, 
University of Minnesota, and is a consultant 
to the Executive Office of the President. Dr. 
Heller was Chairman of the Council of Eco- 
nomic Advisers from January 29, 1961, to 
November 15, 1964. 



average of modem peacetime expan- 
sions. 

Strength — Right now, the economy 
is pouring out goods and services at the 
rate of nearly $650 billion a year. This 
is an enormous $150 billion advance 
since the first quarter of 1961. Even in 
stable prices the advance is about $120 
billion in four years, from the first 
quarter of 1961 to the first quarter of 
1965. 

By way of comparison, one has to go 
back eight years to match the advance 
of those four years in stable dollars. In 
other words, in the past four years the 
output of this economy has increased 
as much as in the preceding eight. But 
the first quarter of 1961 was the trough 
of a recession. Measuring, instead, 
from the business cycle peak in the 
second quarter of 1960, we get a 1960- 
1965 annual growth of the economy 
from its 1953 peak to the 1960 peak. 

Balance — The expansion is remark- 
able for its balance, for its more or less 
simultaneous advance toward all our 
major goals. It has not fallen prey to 
what one might call one-dimensional 
economics, the sacrifice of all other 
goals, let us say, on the altar of price 
stability, or the pursuit of domestic full 
employment and growth goals while 
disregarding the balance-of-payments 
problem. A hallmark of policy in this 
expansion has been the search, in good 
part successful, for economic measures 
which would reinforce rather than con- 



10 






flict with each other in the pursuit of 
our multiple goals. 

Goals of Economic Policy 

Our economic Magna Carta is the 
Employment Act of 1964, which di- 
rects the government within the frame- 
work of free enterprise to use all its 
resources to achieve “maximum em- 
ployment, production and purchasing 
power.” The emphasis is on employ- 
ment because of the vivid memories 
and great fear of mass unemployment 
as we emerged from World War II. But 
every President and every chairman of 
the Council of Economic Advisers has, 
by “judicious interpretation,” inter- 
preted the Act as calling for faster 
economic growth, price stability, and 
equilibrium in our balance of payments 
side-by-side with full employment of 
our human and physical resources, all 
within a setting of freedom of choice, 
and economic and growing equality of 
opportunity. There in a nutshell is the 
key to this nation’s economic policy 
goals. 

Where do we stand today in our 
drive toward these goals? 

Full employment and full production 
— Unemployment has been whittled 
down from 7 percent of the labor force 
to 4.7 percent. Because of the rapid 
growth of the labor force, that has re- 
quired the creation of more than 5,000,- 
000 new, nonfarm jobs, and 1,650,000 
of these have been created in the year 
since the tax cut. Modem fiscal policy 
is doing exactly what those who cried 
havoc about the tax cut said it could not 
do, namely, absorb large numbers of the 
unemployed by boosting total demand. 
We were told that automation was 
creating a slag pile of unemployables, 
square pegs who would not fit the 
round holes created by advancing tech- 
nology. Tax cuts would simply run off 



into inflation, not new jobs and more 
production. 

What are the facts? First, the new 
thrust provided by the tax cut brought 
year-end unemployment exactly to the 
5 percent mark forecast in January 
1964, and reduced it further since then. 
Second, and even more to the point, 
while total employment was rising 2 
percent over the past year, the employ- 
ment of teen-agers rose 4 percent, and 
of the unskilled, 11 percent. The fears 
that automation and technology would 
negate the tax cut and lead to inflation- 
creating manpower bottlenecks proved 
groundless. 

This by no means suggests that our 
unemployment problem is solved. A 
total of 3 Vi million unemployed is far 
too many. And 1.4 million net new 
entrants are pouring into the labor 
force each year. Job creation is still a 
major task of economic policy. 

And jobs alone are not enough to 
solve another grievous problem, that of 
poverty. In 1962, 70 percent of the 
poor families in the country (those 
having less than $3,000 of annual in- 
come) had at least one job holder, and 
23 percent had two or more. Here, the 
cause of poverty is not the lack of jobs, 
but the lack of decent jobs, or correctly, 
the lack of the higher skills and pro- 
ductivity needed to yield a decent 
income. 

Along with progress toward full em- 
ployment has gone progress toward full 
production, though again, not yet 
enough. Average operating rates in 
manufacturing have moved up from 77 
percent of capacity early in 1961 to 
89 percent early in 1965, still short 
of the average rate of 92 percent pre- 
ferred by producers themselves. 

So we are not yet straining our ca- 
pacities, either in manpower or in 
industry, to the point where we need 
fear that the stimulus of 1965 excise 
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tax cuts will run off into inflation. In- 
deed, further stimulus will be welcome 
later in 1965 and early in 1966. 

Faster growth — We are now growing, 
as I have noted, at roughly twice the 
pace of the preceding period— and 
mighty outputs out of these little ratios 
grow. If we had expanded throughout 
die 1960’s at 2Va percent, our 1970 
Gross National Product would have 
been $660 billion. At the 414 percent 
pace, we expect that GNP for 1965, 
and over $800 billion by 1970! 

Price stability — In reference to the 
third of our goals, no other industrial 
country in the world can match our 
record price stability in the past few 
years. The wholesale price index is 
exactly where it was six years ago, five 
years ago, three years ago, and just a 
shade above one year ago. The con- 
sumer price index has been edging up 
at about 1.2 percent a year — 1.1 per- 
cent in the year following the tax cut. 
There are critics of the consumer price 
index, both conservative and liberal, 
who say that the increasing quality of 
goods and services actually offsets this 
small increase in prices and that we 
have had not only relative but also 
absolute price-level stability. 

Our record of price stability has 
been enormously important, not just in 
terms of equity on the home front, but 
also in terms of the impact on our 
balance of payments. In large part as 
a result of holding costs and prices 
steady — actually unit costs in manu- 
facturing dropped a trifle in these four 
years — we have increased our exports 
about 25 percent since 1960. 

Balance-of-payments — That brings 
me to our fourth goal, namely, restored 
confidence in the dollar, or the search 
for balance-of-payments equilibrium. 
To date, our progress on this front has 
not been satisfactory. It is true that 
we have cut the balance-of-payments 



deficit from $4.2 billion back in 1958 
(that is, our total outpayments to for- 
eigners then were $4.2 billion more 
than their total inpayments to us) to 
$3 billion in 1964. Meanwhile, the 
world’s economy, and ours, were grow- 
ing much larger — so that is some prog- 
ress, but not enough. 

The basic nature of our balance-of- 
payments problem today may be de- 
scribed as one of “liquidity versus sol- 
vency,” or one of a strong balance 
sheet versus a slippage in our current 
ratio. We have an enormously strong 
asset position. The United States has 
$88 billion of assets overseas and has 
only $57 billion of liabilities. Or, taking 
private assets alone, our claims against 
foreigners are $15 billion greater than 
theirs against us, and that margin is 
continually growing. So, the problem 
is not one of solvency. 

The fact that we have been running 
balance-of-payments deficits for seven 
consecutive years is putting volatile dol- 
lars into the hands of foreigners. They 
were happy to have those dollars for 
the first 10 or 12 years after the close 
of the war, because there was a world 
dollar shortage. But now they are less 
willing to hold American dollars than 
they were. 

To meet their potential claims, we 
have $15 billion of gold reserves, the 
largest supply of gold in the world; in 
fact, over one-third of the free world’s 
supply. And in spite of fears that the 
foreign earners of our dollars may sud- 
denly cash in their dollars, they have 
been holding a large part of their new 
dollar accretions in U.S. deposits and 
short-term dollar instruments; indeed, 
if we subtracted these holdings from 
the U.S. balance-of-payments deficit 
(as European countries do in com- 
parable circumstances), the reported 
1964 payments deficit of $3 billion 
would be cut in half. The pattern would 
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then show our deficit shrinking from 
$3.3 billion two years ago, to $2.3 bil- 
lion in 1963, to $1.5 billion last year. 
But we have been harder taskmasters 
on ourselves as the great reserve cur- 
rency country of the world and have 
been holding our feet closer to the fire 
by a broader concept of the deficit. 

_ We certainly do not have the tra- 
ditional balance-of-payments deficit 
problem. When President de Gaulle 
takes us to task, I think he forgets that 
our problem is not at all the classic 
one of inflation and an adverse trade 
balance. Instead, it is a case of a ma- 
ture and prosperous country recog- 
nizing its responsibilities in the world— 
responsibilities for defense, responsi- 
bilities for aid, responsibilities for pri- 
vate investment abroad which go along 
with being the world’s richest country. 

Following up that point, let me make 
clear, first, that the source of our ex- 
ternal payments deficit today is cer- 
tainly not the trade situation. Last 
year, we had the largest trade surplus 
in American history and in world his- 
tory $8 billion of exports over im- 
ports, and even if you take out the ones 
financed by aid, about $4 billion. 

Secondly, the direct dollar drain of 
the foreign aid program has been cut 
to $475 million a year, less than one- 
seventh of the $3V* billion foreign aid 
appropriation. Why? AH the rest of it 
is spent here in this country on Ameri- 
can goods and services. 

And thirdly, our military expendi- 
tures overseas have been cut by a bil- 
lion dollars in the past four years 
without really cutting our defense 
strength. 

The balance-of-payments problem in 
the past couple of years, then, can be 
traced primarily to the outflow of bank 
loans and direct investment overseas. 
Last year, we sent nearly $6!4 billion 
abroad in this form and reinvested 



$1V£ billion or so of retained earnings 
abroad. This is why the President’s 
program this year was aimed specifi- 
cally at slowing down this outflow, at 
bringing our balance of payments back 
into equilibrium through the voluntary 
cooperation of American business with 
American government in what is cer- 
tainly a new and constructive partner- 
ship. In many ways this is a critically 
important test of that new partnership, 
one that will tell us a lot about whether 
it is truly a two-way street. 

This lengthy treatment of the ex- 
ternal payments problem is called for 
here, not because it bears directly on 
school finances but because, indirectly, 
it could hit you hard if we fail to solve 
the problem, for if we then tighten 
money and deflate the domestic econ- 
omy to meet the balance-of-payments 
problem, it could have the most seri- 
ous repercussions on the economy and, 
hence, on the state and local revenues 
which are the backbone of school fi- 
nance, not to mention the painful im- 
pact of higher interest costs on your 
building programs. So, we cannot ig- 
nore this problem. It is constantly 
looking over our shoulder. 

Moderation in Expansion 

This expansion, remarkable for its 
length, strength, and balance, is also 
remarkable for its moderation. Private 
business, in particular, has not indulged 
in costly speculation, but has held in- 
ventories and costs in check, and by 
and large, has exercised self-restraint 
in wages and prices. So in the 1961- 
1965 expansion, we do not find the 
distortions and excesses typical of pre- 
vious economic upswings. This greatly 
improves the prospect of its sustain- 
ability. 

In a sense, by reviewing the record 
of today, I have already been dis- 
cussing the outlook for tomorrow. In 
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economics, reversing Shakespeare for 
the moment, past events cast their 
shadows ahead. In the three recessions 
from 1953 to 1960 there was always 
the shadow of one of several things 
hanging over the economy: excess in- 
ventories, or continuing inflation, or a 
wage-price spiral, or tight money, or 
sharp cutbacks in government procure- 
ment, or a tax system that was gradu- 
ally tightening its grip on the economy 
and keeping it from achieving its full 
potential. At the present time, our eco- 
nomic landscape is essentially free of 
these shadows. Instead, the tax cut, in 
particular, has brought youth and zest 
to a lengthy expansion without sowing 
the wild oats of inflation. 

Although we are dealing here pri- 
marily in the forces that shape the 
longer-term outlook, a comment on the 
forecast for 1965 made by the Presi- 
dent and his Council of Econo mi c Ad- 
visers may be of some interest. In Janu- 
ary they predicted a $660 billion Gross 
National Product for 1965. The devel- 
opments in the first quarter of this year 
have been favorable enough so that 
the forecast looks sound even with 
some slackening of the rate of advance 
in the remainder of the year. 

Innovations In Economic Policy 

The fifth remarkable aspect of the 
expansion is the innovation in eco- 
nomic policy. Part of this is in the 
private sector where modem manage- 
ment and computers are writing a new 
chapter in the history of inventory con- 
trol, and plant and equipment pro- 
graming. Far more dramatic are the 
innovations in public policy where the 
economic thought that has been taught 
in our classroom for 20 years — and is 
accepted as orthodox by 85 to 90 per- 
cent of the nation’s economists — has 
now been pressed into public service, 
has now moved up to the firing line 



of public policy. I sometimes have felt 
that my four years as Presidential Eco- 
nomic Adviser were a war to make 
Washington safe for economists; it may 
be no accolade to be called an econo- 
mist in Washington today, but at least 
it’s not so embarrassing anymore! 

Two Presidents became convinced 
that it is easier to keep an expansion 
going than to reverse a downswing. The 
trigger for policy action — tax cuts and 
the like — is no longer an expected or 
actual economic recession. The trigger, 
instead, is the economic gap between 
what we are producing and what we 
could produce. In other words, when 
our economic performance lags behind 
our economic potential, fiscal and mon- 
etary stimulus becomes appropriate. 

This great American economy is so 
powerful, it is growing so fast, that 
even a $25 billion advance in Gross 
National Product per year is nothing to 
shout about. It is not enough to absorb 
the new human and material resources 
that become available to the economy 
each year, let alone absorb today’s un- 
employed. Only when we achieve $35 
to $40 billion advances (e.g., the $50 
billion advance in the year since the tax 
cut) can we feel we are up to par. 

Not only has the trigger for action 
changed, but the constraints have 
changed. I think that a deficit is no 
longer the constraint it used to be. We 
have had six consecutive years of 
budget deficits and six consecutive 
years of price stability. I do not think 
this lesson has been lost on people. 
This is a truly remarkable shift in em- 
phasis, one that Sylvia Porter recently 
referred to as “nothing less than a revo- 
lution in economic thinking in our 
country in a matter of months.” 

In achieving or trying to catch up 
to the economy’s potential, the tax cut 
has been the centerpiece of the new 
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economic policy. Certainly, the tax cut 
is the measure that gave the new look 
in economic policy its sheen and lustre 
and perhaps its acceptance in polite 
society. It is fair to say that the tax 
cut has not only lifted the Gross Na- 
tional Product and personal income and 
profits and employment, but — perhaps 
even more significantly for the long 
run---it has also lifted national eco- 
nomic policy out of the morass of mis- 
understanding and fear that was blunt- 
ing our economic policy tools and re- 
tarding our economic progress. 

Three Elements of Policy 

Now, we should not be so dazzled 
by that tax cut that we lose sight of 
the broad policy and strategy of which 
it is a part, and of the other policy in- 
struments that are essential to a bal- 
anced advance toward our multiple 
goals. In considering how, in short 
compass, one can most readily char- 
acterize this policy, I think it might be 
useful to look at it in terms of three 
major ingredients. 

One ingredient is the stimulus of 
aggregate demand, through tax cuts, 
budget increases, and expansionary 
monetary policy. 

The second is the stimulus to pro- 
ductivity, to growth, to innovation 
through special incentives to invest- 
ment, research and development, and 
education. 

The third is the part that builds a 
bridge between the growth of jobs gen- 
erated by rising demand and the human 
fallout, so to speak, from rising pro- 
ductivity. As increased productivity 
and automation displace persons, these 
persons have to be retrained, and the 
new entrants into the labor force have 
to be adjusted to the new demands. 
This, then, is the bridge between policy 
for rising productivity of both men and 
machines and policy for rising aggre- 



gate demand. Of course, the education 
industry is the central bridge builder 
in this process. Let us look at the other 
two parts in more detail. 

Aggregate demand — Modem eco- 
nomics puts central emphasis on the 
stimulus (or, in inflationary periods, 
the dampening) of total demand, both 
consumer and investment demand, to 
levels that will make full use of the 
economy’s potential, and no more. In 
trying to match over-all demand with 
over-all supply capabilities, we should 
concentrate less on the cyclical ups 
and downs that have occurred in the 
economy over past years and look at 
the broad flows, the long swings. Look- 
ing at it that way gives us a useful 
perspective on the future economic set- 
ting in which we will be operating. 

In the postwar period we had a long 
swing until 1957 when private demand 
was strong; we were making up for a 
lot of lost time in depression and war, 
and we were working off our backlog 
of purchasing power. From 1957 on, 
we have been in what might be de- 
scribed as a trough in private demand, 
and public policy has come along to 
help fill that trough in the period from 
1957 to perhaps when? 1968? 1969? 
1970? 

What I am probing for here is the 
date when we should be back on a 
stronger level of private demand, one 
that will help generate budget surpluses 
in a fully employed economy. And 
that means trying to predict when we 
convert our postwar baby boom into a 
private economic boom, i.e., when they 
become consumers of durable goods 
on a large scale and thereby become 
an independent, strong force in moving 
the economy up. 

Meanwhile, to assure that the post- 
war babies will, in fact, become active 
consumers, we have to make sure that 
they become active producers and that 
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we generate enough economic expan- 
sion to provide good jobs and incomes 
for them. 

Greater investment in brainpower — 
The work done in the human invest- 
ment area by Harold Groves, Ted 
Schultz, and others has brought home 
the fact that the expenditures for edu- 
cation pay a rich return, and that those 
expenditures for education can be justi- 
fied not simply as consumption, but 
as a productive investment. 

We tend to think this is some thin g 
we have just discovered in the postwar 
period. It is true that since the war, 
research in this area is an advance on 
anything ever done before. But the first 
and surely the most heroic estimate 
of the money value of a human being 
to society was made nearly 300 years 
ago by Sir William Petty. In 1687, 
Petty estimated that a resident of Eng- 
land was worth a solid 90£, but an 
Irishman was worth only 70 £. Petty 
then used this calculation to prove the 
desirability of transplanting the sturdy 
Irish laborer onto the fertile British 
soil! In 1862, J. T. Rogers who might 
have been writing for today, argued 
that it is unphilosophical to ignore 
capital in the person of a laborer and 
to recognize it in a machine. The 
thoughts that guide efforts in this field 
are not new. 

What is new is the weaving of the 
human being and the investment in his 
brain power into the theory, practice, 
and policy of economic growth. Studies 
of growth show that increases in the 
quantities of labor and capital do not 
account for more than half of the 
growth of U.S. output in this century. 
At the forefront of this residual third 
factor in growth is improvement in the 
quality of labor resources. Edward 
Denison has estimated that 42 percent 
of the increase in output of workers be- 
tween 1929 and 1957 was the result 



of education, and 36 percent was ac- 
counted for by the advance in knowl- 
edge of how to combine resources to 
achieve greater efficiency in produc- 
tion. So education is the producer of 
the trained and imaginative persons 
who are skilled and adaptable to the 
changing requirements of a dynamic 
economy and the producer of scientific 
and research personnel upon whom 
rests so much of the prospects for long- 
run expansion of productivity. When 
we talk about investment, we are talk- 
ing about a duality of investment, in 
the human being and in plant and 
equipment. 

Greater investment in plant and 
equipment — Emphasis on investment 
in national economic policy of the 
1960’s is strongly reflected in the fact 
that a Democratic Administration be- 
gan its tax actions in 1962 with an 
investment-stimulating tax program. 
Democratic policy of the past was typi- 
cally oriented largely to the stimulus 
of consumption, and only indirectly to 
investment stimulus. Recognizing that 
we are in a changed world — in a world 
that demands faster growth, in a world 
that demands cost-cutting and price 
stability and demands more competi- 
tiveness in international markets — the 
Administration called for a reorienta- 
tion of emphasis to greater investment 
stimulus. That is why President Ken- 
nedy’s first tax measures in 1962 were 
aimed at investment stimulus, not over- 
all tax cuts. A $2Vz billion cut in busi- 
ness tax liabilities was put into effect 
through the investment tax credit and 
liberalized depreciation. 

The Tax Cut and Future 
Fiscal Dividends 

The tax cut of last year provided 
added investment stimulus through a 
$2V£ billion cut in corporate tax rates. 
The rest of last year’s huge tax cut, 
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totaling $14 billion in terms of 1965 
income, was for individuals, thus main- 
taining the balance between the stimu- 
lus to consumer demand and the 
stimulus to investment. 

The purpose was to remove the fiscal 
drag, the stultifying impact of auto- 
matically growing federal taxes which 
would have produced a budget surplus 
of $11 billion at full employment, i.e., 
would have drawn that much more out 
of the economy than the federal budget 
would have put back in (at 4 percent 
unemployment). This is the principle 
on which the tax cut was based. 

Since 1949, the consumer in this 
economy has been consuming 92^ to 
94^ and saving 6^ to 8^ out of his 
after-tax dollar, year in, year out, 
whether income went up or went down, 
whether taxes went up or went down. 
The steadiness of the consumer, more 
than any other single thing, allowed us 
to predict what the tax cut would do. 
And the consumer did not let us down. 
As a result, the January 1964 estimates 
of 1964 GNP at $623 billion, of un- 
employment dropping to 5 percent by 
the end of the year, of prices keeping 
a steady pace, have been almost pre- 
cisely borne out. 

We can take a lot of satisfaction in 
it, to be sure, but this is not a job to 
be done once and for all; it has to be 
done again, and again, and again, by 
tax cuts or other fiscal measures. 

Last year’s tax cut and this year’s 
fiscal program of excise tax cuts and 
expenditure increases have largely re- 
moved the full-employment surplus. 
But next year, and the year after, and 
the year after that, it will again and 
again rear its ugly head in the form 
of a growing fiscal drag, or its lovely 
head in the form of recurring fiscal 
dividends. I refer here, of couse, to the 
automatic growth of federal revenues, 
not to such occasional jolts as the pros- 



pective rise of payroll taxes by $5 bil- 
lion a year next January 1. 

The crux of the matter is that, at 
existing federal tax rates, our normal 
economic growth of about 4 percent a 
year in real terms (about 5 Vi percent 
in current prices) currently generates 
automatic growth of over $6 billion a 
year in federal revenues. Existing tax 
rates would produce nearly $35 billion 
more in revenue in 1970 than they do 
today. Apart from the debt retirement 
that will become appropriate as de- 
mand again strains our productive re- 
sources, this huge growth will enable us 
to declare generous dividends in the 
form of 

Support for vital new or expanded 
federal programs 

Well-timed tax cuts 

More generous transfers of funds to 
hard-pressed state and local govern- 
ments 

Perhaps even a helping hand to the 
social security system. 

The choices we make will pro- 
foundly affect the future of our fiscal 
system. 

Expenditures 

I start with the basic assumption that 
added civilian expenditures will absorb 
perhaps half of die automatic increase 
in revenue, or somewhere between $15 
and $20 billion of the $35 billion avail- 
able to us between now and 1970. My 
figure is based pardy on a projection 
of the past increases in civilian ex- 
penditures — oudays for purposes other 
than defense and space have risen by 
an average of about $2 billion annually 
since Korea. To this I add an allow- 
ance for the pick-up in tempo implicit 
in the programs for the Great Society. 
(It is worth noting that even with a 
$3 billion annual increase, or roughly 
3 percent annually, federal expendi- 
tures would continue to decline as a 
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percent of GNP, having already de- 
clined from 17.2 percent in fiscal year 
1959 to 15.2 percent in fiscal year 
1965 on a budget basis and 20.3 per- 
cent to 19.0 percent on a cash basis.) 

But I will not take refuge in mere 
projections. The polluted air I breathe 
in many large cities, the polluted Lake 
Michigan and Puget Sound I used to 
swim in as a boy (here, I see the prob- 
lem as one of effluents versus affluence), 
progressive urban decay, the blight of 
human poverty amidst plenty, the van- 
ishing wilderness, the uneven struggle 
between beauty and ugliness in Ameri- 
can life, the excessive incidence of 
illiteracy, crime, and delinquency — all 
these reach out for a larger share of 
that $6 billion-plus annual dividend, 
either by direct programs or by more 
generous transfers to state-local gov- 
ernment. 

But the matter goes beyond your 
value preferences and mine. It asks 
also whether our growth targets require 
that we put more of our savings into 
public investments, both in intangible 
investments in education, research, and 
development, and technological ad- 
vance and such tangible investments as 
atomic energy, urban and regional de- 
velopment, conservation, and other 
public works. 

Transfers to State-Local 
Government 

Next, let me examine with you the 
claims of the state and local govern- 
ments. Let me briefly plead their case 
— your case, as school financiers — and, 
in the process, pose a basic question 
about the future of our national fiscal 
system. 

The essence of the case is a fiscal 
mismatch: 

• The supply of readily available 
federal revenues is rising faster 



than the demands on the federal 
purse. 

• The state-local situation is re- 
versed — expenditure demands are 
rising faster than the readily avail- 
able revenue supply. 

Evidence? While federal outlays 
have been rising more slowly than 
GNP, state-local expenditures rose 
nearly 9 percent a year, nearly double 
the GNP rise from 1953 to 1963. They 
rose from $28 billion in 1953 to $65 
billion in 1963. State spending alone 
rose from $12 billion to $28 billion. 
And no let-up is in sight: 

• Demography burdens state-local 
budgets, not just by the 19 percent 
over-all population increase from 
1953 to 1963, but the 40-percent 
rise in the 5 to 19 age group and 
the 29-percent rise in the over-65 
group. 

• Mobility and urbanization call for 
even more new schools, sewers, 
roads, parks. 

• Prosperity generates demands for 
better schools, roads, mental hos- 
pitals faster than it generates new 
state-local revenues. 

• Price trends, for example on con- 
struction and the services of teach- 
ers, have also worked against 
state-local budgets. 

Joseph A. Pechman of Brookings 
has projected state-local expenditures 
at a possible $103 billion in 1970 — a 
7-percent growth rate — with receipts 
(including “normal” growth in federal 
grants) rising only to $88 billion. This 
would leave a $15 billion gap to be 
closed by new state-local tax boosts. 

No doubt, state and local bodies can 
and will do more to tax themselves; 
e.g., states doubled the collections from 
their own sources between 1953 and 
1963. But their handicaps are serious: 
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Limited jurisdiction, less-than-opti- 
mal administrative size, and constitu- 
tional barriers 

Interstate competition, the fears of 
driving out or keeping out industry and 
wealth 

Great disparities in economic and 
hence taxable capacity 

Already heavy reliance on tax 
sources that are not very responsive to 
economic growth. 

Yet, in the face of these barriers, the 
fact remains that many of the functions 
essential to a great, good, and growing 
society are carried out by state-local 
government: education, community de- 
velopment, mental and physical health, 
recreation, welfare — the list is not 
short. 

On simple grounds, then, of redress- 
ing the fiscal balance there is much to 
be said for a more generous allotment 
of federal funds to the states and locali- 
ties by methods “which will reinforce 
their independence while enlarging 
their capacity to serve their citizens.” 

But more than that, what kind of 
fiscal system do we want? One in which 
— to put it in extremes — we dismantle 
the progressive and comparatively equi- 
table federal income taxes while we 
lean ever more heavily on regressive 
and comparatively inequitable state- 
local property, sales, and excise taxes? 
Or one in which we find some way of 
using the powerful federal income tax 
to support expenditures that otherwise 
would not be made, or would have to 
be financed from regressive tax sources? 

Social Security Support 

A similar question arises in relation 
to social security payroll taxes. How 
f*r should we go in further income tax 
cuts, side by side with payroll tax in- 
creases which bear most heavily on 
lower-income groups and on consump- 
tion and which increase employers’ cost 



of providing jobs? I do not deny that if 
these taxes have to be paid to achieve 
protection against the vicissitudes of 
old age, unemployment, and ill health, 
they are indeed a good bargain for 
those who are protected. 

But as leeway develops in the fed- 
eral income tax, strengthening our sys- 
tem of income maintenance without 
correspondingly increasing payroll taxes 
deserves serious consideration as an 
alternative to deeper income tax cuts. 
In particular, a program to strengthen 
unemployment compensation by tap- 
ping die income tax as a revenue source, 
and at the same time, tightening unem- 
ployment standards to end abuses, has 
much to recommend it as a means of 
strengthening the economy and easing 
burdens on small incomes without 
boosting business costs. 

Tax Cuts 

We are paying roughly $17 billion less 
in income taxes on this year’s income 
than we would have without the 1962 
and 1964 tax measures, which cut both 
corporate and individual income taxes 
by nearly 20 percent. No such massive 
cuts are in the cards for the next five 
years. But even with generous provision 
for the “dividend claims” already re- 
viewed, the $35 billion potential reve- 
nue growth by 1970 leaves room for 
tax reduction, not just this year’s $2 
billion or more of excise tax cuts, but 
further income and excise tax cuts in 
the future. 

I need not dwell on the claims of the 
tax cutters of the future. They will take 
care of themselves. They will point out, 
and righdy so, that tax cuts will boost 
private demand, vitalize free markets 
and private incentives, provide added 
funds for private capital formation, and 
lubricate further tax reform. To this, I 
am moved to reply, “I know, I know. 
Yet as a teacher, I can only hope that 
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the tax-cut lesson has been learned 
wisely, but not too well.” 

• The choices among the various 
forms of fiscal dividend won’t be easy. 
Yet we must remember that 

• Unless they are made one way or 
another, the potential dividends will 
disappear in economic slack and slower 
growth. 

They are essentially pleasant choices, 
aimed not at the lesser evil but the 
greater good (to borrow a phrase). 

Although they are, in part, economic 
choices because some deliver more 
stimulus than others, dollar-for-dollar, 
in achieving full employment and 
growth. In greater part, the proper mix 
depends on the country’s social and 
political priorities rather than on its 
economic priorities. 

Outlook for Education 

Fiscally and economically, we now 
live in a different world, one which 
should be more comfortable for you in 
school finance and school administra- 
tion. 

Fiscally, we have the great oppor- 
tunity, just referred to, to redress the 
balance between the federal govern- 
ment and state-local governments. The 
first talk I gave to this conference years 
ago was on this same subject, the 
enormous pressures on state-local gov- 
ernments, and the federal governments’ 
responsibility in education. Indeed, the 
federal government cannot carry out 
its responsibilities for the general wel- 
fare, and its responsibilities under the 
Employment Act of 1946 for growth, 
for maximum employment, production, 
and purchasing power, without invest- 
ing more in elementary and secondary 
education. And fiscally, something new 
has been added since I last met with 
you: The constant, continuing growth 
in federal revenues is outstripping the 
growth in federal spending. This fiscal 



leeway, combined with the reappor- 
tionment decision of the Supreme 
Court, confronts us with fundamental 
questions of federal-state fiscal rela- 
tions and a fundamental opportunity 
to strengthen the financial base of 
state-local services in ways that will 
strengthen the states and their subdivi- 
sions as vital elements of our demo- 
cratic system. 

Economically, we face a more stead- 
ily expansionary future than we have 
ever had before in peacetime. I do not 
say that we can, in a single great leap 
forward, move from a recession-prone 
to a recession-proof economy. Neither 
our wisdom nor the state of the eco- 
nomic art (or science), nor our luck 
can yet be counted on as all that good. 
I, for one, am not ready to claim a 
recessionless new era. But we have the 
tools and the know-how to keep ex- 
pansion going a very high proportion 
of the time — to make our economy 
recession-repellant— especially if we 
adopt measures to speed the Congres- 
sional tax-cutting process when reces- 
sion threatens or hits, and to speed up 
the executive spending process as well. 

When we ask ourselves, what did 
it take to have apt government policy 
and what did it take to have expansion- 
ary business policy in the past four 
years, pride has to be mixed with hu- 
mility, for there is no sure-fire magic 
in economic science. Aptness in govern- 
ment economic policy is based not only 
on good facts, good analysis, and good 
timing, it requires also good judgment, 
good nerves, and good luck. And pri- 
vate policy for expansion is based on 
moderation in inventory, in costs, in 
wages and prices, and in finances, com- 
bined with a bold spirit in expansion 
and good management in the imple- 
mentation of that expansion. 

Now, just ask ourselves, are we go- 
ing to have all of these elements all of 
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the time? Or, should we prepare for a 
day when we might not have them all? 
We have a chance to sustain expansion, 
to do what some of the European coun- 
tries have done for 15 years running, 
without a recession — we have the same 
chance. Even if we all work at it, there 
is no certainty that surprises and mis- 
takes will not occasionally break the 
stride of expansion. 

In concluding, let me remind you — 
and myself — that our greatly improved 



prospects for future economic pros- 
perity and growth are, in a sense, only 
the beginning. Our far more basic job, 
as President Johnson has clearly re- 
flected in his poverty, aid-to-education, 
beautification, and other Great Society 
programs, is to convert our material 
prosperity into a higher quality of life. 
It is not enough for a society to be 
large and efficient, it must also be great 
and good. 



The New Coalition 

Harold Taylor 



When the subject of financing ed- 
ucation is raised, it is usually considered 
to be a financial matter. In fact, it is 
only partly that, the part that has to do 
with money. The amount of money 
spent for education is a numerical way 
of saying how much it is valued in com- 
parison with other things. The real sub- 
ject of financing education is the in- 
finitely complex process by which a 
society decides upon its goals and the 
resources it is willing to use to achieve 
them. In many ways it is a quite per- 
sonal matter — a man in a local com- 
munity has to decide, when he votes, 
what percentage of his own money he 
is willing to put into the education of 
his own and other people’s children. 
In many other ways it is a political 
matter, a social matter, an expression 
of a social theory which assumes that 
ultimate control of the society should 
be in the hands of tune-calling citizens 
who are paying the piper. 

There is no more dramatic expres- 
sion of this fact than the major deci- 
sions of the Congress about education 
over these past 100 years. The Land- 
Grant Act of 1862 had to do with 
financing education, in this case higher 
education in the states. But it was a 
social and political decision of major 
size, transcending all other social de- 
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cisions of that century, since it made 
possible the rapid and radical growth 
of a national system of higher educa- 
tion and research which, in turn, made 
possible the incredible productivity of 
our agriculture, industry, science, tech- 
nology, and culture on which the 
strength of the society rests. 

The vocational education act of 
1917 (Smith-Hughes) was also a finan- 
cial matter, but it came in answer to a 
drastic social need for a democratic 
educational system which could accom- 
modate a new kind of curriculum. That 
act supplied the money to meet the 
need. 

In 1945, another decision even more 
far-reaching was made by the Congress 
in passing the G. I. Bill, another finan- 
cial matter, this time to support the 
education of millions of young men 
who would never have been able to re- 
ceive a higher education, many of 
whom would not even have thought it 
possible. That Act changed the charac- 
ter of expectation among American 
youth; it changed the character of the 
American university. 

The National Defense Education Act 
dealt with special segments of financial 
need in the public schools, and demon- 
strated dramatically what money can do 
when applied intelligently to crucial 
areas in the school curriculum. 

Now in 1965, more than at any other 
time in this century, money is to be 
applied to educational problems in a 
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way deliberately designed to create eco- 
nomic and social innovation — in bring- 
ing equality to the Negro, the poor, the 
underprivileged, the educationally dis- 
advantaged — by acts of the Congress, 
in part because for the first time we 
have a high-school teacher as President 
or the United States. 

Our attitude to money itself has 
shifted. We have learned to spend it. 
We have learned that it is foolish and 
dangerous not to. We have learned that 
when you invest your money in educa- 
tion, it generates its own returns beyond 
all the returns anyone could think of, 
since it supplies the self-generating 
forces for developing social change, 
economic prosperity, and intellectual 
advance. Mankind advances by the 
twin forces of the creative intellect and 
the moral imagination. Education is the 
means by which these forces are nour- 
ished and developed. 

The difficulty is that our social think- 
ing has not advanced as far as our eco- 
nomic and scientific thinking. We have 
accepted a relatively unsophisticated 
idea of what education is. It has been 
assumed, for example, that the social 
milieu into which each generation is to 
be inducted is a universal white Ameri- 
can middle class and that each new in- 
ductee should be equipped with the 
social and intellectual skills which 
make for success in that milieu. We ar- 
gue, continually and justifiably, that 
economic opportunity is based on edu- 
cational opportunity. But as we make 
that argument, we assume that furnish- 
ing economic opportunity to those with- 
out it is the chief end of education and 
that residence in the middle-class en- 
vironment of the suburbs serves as the 
ideal toward which each generation 
should move. 

As a result, we make such distinc- 
tions as those between vocational and 
liberal education, although by this we 



mean usually that students who, for 
whatever reason, seem unable to do 
well in academic studies of various 
kinds, should be taught useful skills 
which will enable them to take jobs 
rather than to go on to higher educa- 
tion. The decisions about educational 
policy in these matters are made by 
local and state boards of education 
composed, for the most part, of middle- 
class citizens whose cultural and social 
values reflect their own social origin. 
Improvement in the quality of educa- 
tion is considered, therefore, to be im- 
provement toward a standard repre- 
sented by the academic high school. 
Success in education is measured by 
how many students from a given high 
school are able to go on to college and 
university. 

This means that very seldom are the 
actual interests of the economically and 
socially disadvantaged represented by 
members of the disadvantaged groups 
themselves. In rural and small-town 
areas the school-board members, since 
they are fron their own areas, do rep- 
resent the rural and small-town popula- 
tion. But in this case representation 
from other parts of the culture is miss- 
ing, and local decisions about tax 
money for education or about educa- 
tion?.! policy in curricular affairs are 
taken without the advantage of points 
of view other than those of the local 
population. For example, it is often 
assumed among those inexperienced in 
educa^nal issues that children who 
have initiative and academic talent, 
whether they are rich or poor, will suc- 
ceed in school, and that it is not a ques- 
tion of financial support of the school 
but a question of innate talent finding 
its own level in whatever school situa- 
tion it exists. 

To an extent, of course, this is true. 
But to a very small extent. Initiative 
and talent are themselves products of 
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interaction among a bewildering com- 
plex of forces in the environment, and 
the possession of initiative is in itself 
an acquired skill. In the school the 
motivation of the child depends, in the 
last analysis, on the climate for learn- 
ing which is created by teachers who 
are sensitive, informed, skilled, and 
understanding. To produce such teach- 
ers and to place them in the schools 
takes a great deal of money, and to get 
the money requires a great deal of 
political action. 

Education has always been major 
political issue. The difficulty is that too 
few citizens have realized how political 
it really is. 

In the deepest sense, our entire econ- 
omy and political structure depends on 
the educational system. Neither the 
economy nor the political system could 
work without it: the economy would 
not work because we would not have 
the brains and the manpower to run it; 
the political system would not work be- 
cause the voters would not know whom 
or what to vote for. 

But in a more immediate sense, edu- 
cation has become political. If the Pres- 
ident of the United States sets as the 
goal of his Administration the develop- 
ment of a Great Society, the only way 
he can hope to achieve that goal is by 
the development of a Great Educational 
System. The fact that the President 
knows this, and that he also knows that 
in his heart nearly every voter who has 
a child wants more than anything else 
an education of high quality for that 
child, is what gives a tang of reality 
to the hope that at last we are going to 
get the financial support for the educa- 
tional system this country deserves. We 
are now talking about practical politics. 
We are talking about the fact that sena- 
tors, congressmen, mayors, governors, 
and state legislators have to pay atten- 
tion to education if they want to get 



elected. The voters want education for 
their children. In the case of public 
officials who do not pay attention, there 
arc now political means to make sure 
that they do. 

I am speaking not so much of school 
boycotts, demonstrations, public rallies, 
sit-ins, marches, and the proliferating 
techniques of social protest. These are 
overt expressions of deep discontents 
which lie beneath the surface of Ameri- 
can life. I mean the sophisticated, cal- 
culated, idealistic, and practical use of 
the organized will of American citizens, 
organized in a way in which all sectors 
of the American community can be 
represented in urging a common policy 
of support for education. 

Look first at the conventional means 
we have taken in the past to present 
the case for education. We have left it 
first of all to the teachers and their 
organizations, putting the burden of 
special pleading on the shoulders of 
those whose primary duty is to teach, 
putting them into die position which 
would be occupied by clergymen if they 
had to go out to argue publicly for an 
increase in their own salaries. Then we 
have left it to the Parent-Teacher or- 
ganizations vhich, although they repre- 
sent the public interest, seem to many 
taxpayers to represent the special in- 
terests of those who are to gain most 
from an increase in support to the 
schools. Beyond that, we have left it to 
school-board associations and associa- 
tions of educational administrators to 
rally support for public education. 

In the past this has meant that the 
entire apparatus of support has been 
confined to one small corner of the 
electorate, and to a corner which has 
never had access to the political power 
available to those who occupy a major 
position in the economic and social 
structure. The arguments made by 
teacher associations and citizens com- 



mittees on education have been a com- 
bination of two points, both of them 
moral. First, that we must support the 
schools because the lives of children are 
at stake. Second, that the future of a 
democratic society depends on the 
vitality and strength of the public 
schools. The rest of the arguments are 
extensions and variations of these main 
points. 

On the other hand, in the politics of 
the organization society, those with 
economic and political power — busi- 
ness, industry, labor unions, the mili- 
tary services, the banks, farmers — do 
not make this kind of argument. They 
put themselves into the structure of eco- 
nomic and political forces at the point 
of greatest leverage. As Arthur Pearl 
has said, “There are more teachers and 
more counselors in this country than 
there are teamsters, and yet their in- 
fluence on the political structure is con- 
siderably less.” 

The major argument of the power 
groups is that they have the power to 
damage or enhance the status of any 
legislator who works for or against 
their interests. There are secondary ar- 
guments — labor is essential to the 
democratic structure as a balance 
against business; corporations have the 
responsibility for national productivity 
and social welfare. But when legislation 
is involved, or the consent of the elec- 
torate is needed — the machinery of 
public, private, and legislative consent 
— engineering is cranked up and begins 
to move. Farmers are subsidized, so 
are textile manufacturers, oil-well own- 
ers, grain operators, housing project 
builders. The interests of power groups 
are taken into account because they 
have the power. They have direct ac- 
cess to legislators and they know how 
to organize. 

It is interesting to note the alacrity 
with which congressmen have become 



interested in the computerized class- 
room the moment it was suggested as 
a solution to poverty by a major elec- 
trical company. It is equally interesting 
to note how very quickly this company 
and others like it suddenly became con- 
cerned about the welfare of children 
and of education, once the poverty bill 
was passed and it became clear that at 
last there was money around for public 
welfare. 

None of this is news, of course; it is 
the normal mode of operation for a 
capitalist democracy. The Veblen anal- 
ysis of how business institutions oper- 
ate is still the basis for a continuing 
and necessary criticism of economic in- 
stitutions of all kinds. The point is that 
without power equivalent in some 
measure to that of the special interest 
groups, institutions devoted to the pub- 
lic welfare are left high and dry when 
the money is handed out. Not only that, 
but unless the moral will of the people 
can find an organized way in which to 
counteract the force of special power 
groups intent on their own interests, 
there is no source of resistance to, or 
leadership for, the economic and politi- 
cal power of those with economic 
authority. 

Looked at in this light, the efforts 
of citizens groups to gain support for 
public education have been politically 
naive all along. The parallel lies in the 
lack of political power of the Negro 
before he developed a militant eco- 
nomic and social strategy, before the 
coalition of new forces — the white 
poor, the professionals, the liberal 
middle class, the moderate Republi- 
cans, and, above all, the youth, both 
Negro and white — gave breadth and 
depth to the protest movement. Those 
who were quick to condemn the use 
of economic boycott, boycott of segre- 
gated schools, and public demonstra- 
tions for the reform of education found 
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that no matter how much these methods 
were criticized, they turned out to be 
the only ones which were effective. 

I am not suggesting the development 
of a strategy for the schools based on 
a continuous bombardment by direct 
action projects. I am suggesting that the 
future development of education in this 
country will depend on the formation 
of a new coalition of citizens based in 
the power structure which already con- 
trols the course of economic and social 
change. 

The standard approach in the states 
has been to rely on three major organi- 
zations, the state education association, 
the state school-board association, and 
the state PTA for the major thrust on 
behalf of education, with additional 
citizens committees clustered around 
them and co-ordinating among them. 
This central core of organization is 
considered in the states, by the politi- 
cians and the public, as the professional 
establishment, which continually speaks 
on behalf of education, whose state- 
ments, therefore, are predictable, and 
whose battles are fought in the same 
terms, often with the same opponents, 
year after year. In saying this, I do not 
wish to appear churlish about the pro- 
fessional organizations. Without them, 
and without the state-wide organiza- 
tions, especially the state education 
associations, with their public relations, 
research staffs, and political connec- 
tions, there would be no central core 
of personnel or strategy, either in state 
affairs or in national organization. 

A new strategy, made even more ur- 
gent by the activities of the federal 
government in financing education 
through the Poverty Program, the Civil 
Rights Bill and, when it passes, the new 
education bill, must consist of a coali- 
tion of citizens representative of the 
state’s power structure, with labor, 
agriculture, business, banking, legisla- 



ture, the professions, the universities, 
and the voluntary organizations all 
coming together with the existing edu- 
cation organizations to assert a com- 
mon cause — the support of high-quality 
education in the public schools of every 
locality in the state. 

As evidence of the rise in large-scale 
public interest in the role of the public 
schools I bring you word of the work 
of the National Committee for Support 
of the Public Schools whose chairman 
is that distinguished fighter in the cause 
of education, Mrs. Eugene Meyer, and 
whose Executive Committee includes 
such informed persons as General 
Omar Bradley, Senator William Ben- 
ton, George Gallop, Governor Terry 
Sanford, John Hersey, James Patton, 
John Snyder, and Judge Mary Kohler. 
Throughout the country, nearly 1,000 
members of the Committee are at work 
in their own states to find the ways in 
which public education can get the 
financial support it must have. These 
are citizens who serve on school boards, 
in state legislatures, or as governors, 
commissioners, and in community or- 
ganizations, who are joining the teach- 
ers, administrators, businessmen, farm- 
ers, and trade unionists to organize 
political action in urging the cause of 
the public schools. 

They represent no orthodoxy, they 
are Republicans and Democrats, rich 
and poor, men and women. Some of 
them work actively to elect candidates 
to local, state, and national offices who 
have declared themselves for the cause 
of education. Others, like Governor 
Sanford, have already held office, hav- 
ing run on a platform of support for 
public education and having made 
good on their campaign promises. 

North Carolina has visibly improved 
the quality of its schools under Gov- 
ernor Sanford’s leadership. His work 
there shows what can be done, on the 



one hand by citizens who organize 
political support for candidates who 
face the educational issue squarely, and 
on the other by political leaders who 
urge the expenditure of funds for sup- 
port of public schools on every dimen- 
sion of education. In North Carolina, 
within four years, millions in founda- 
tion grants and state funds have been 
spent to provide education for the 
gifted, for the retarded, for the cul- 
turally deprived, for the segregated, for 
all the state’s children. As a result the 
economy has improved, the level of in- 
dustrial production increased, and the 
people of the state are proud of their 
accomplishments and of die educational 
changes they and their leaders have 
brought about. 

The over-all body of citizens groups 
for education in North Carolina goes 
under the tide, The United Forces for 
Education, and includes the North 
Carolina State Grange, the state P.T.A., 
the Association of University Women, 
the state school boards, the Federation 
of Women’s Clubs, and the state edu- 
cation association. The strategy here 
was to agree upon a set of common 
goals for both financial and educational 
advance, to prepare basic material pre- 
senting the goals and the reasons why 
they must be reached, and to carry on 
a state-wide campaign in co-operation 
with service organizations, interested 
legislators, newspapers, radio and tele- 
vision stations. 

Once such a program of action be- 
gins, it generates its own momentum, 
since it attracts the support of groups 
other than those traditionally involved 
with educational issues, and the begin- 
ning of success in accomplishment 
breeds more support and more interest 
as it goes along. Although state finan- 
cial support for public education in 
North Carolina has not increased 
markedly as yet, forces have been set 



in motion which make such increased 
support inevitable. The work of our 
National Committee has to do with 
stimulating and helping through new 
research and co-ordination of citizens 
groups of one state with another, the 
work of forming new coalitions of the 
kind illustrated in North Carolina. 

We have concentrated on two simple 
and basic propositions: first, that each 
state can gain strength for its own 
schools by thinking of itself and or- 
ganizing itself as part of a national, and 
not merely a local, enterprise; second, 
that by concentrating on action to get 
adequate financial support for the 
schools, all the other issues are raised 
in a context of political and economic 
reality — a high quality of teaching staff, 
a modem curriculum, equality of op- 
portunity in each geographical area of 
the state, justice for minority groups. 
None of these democratic rights is 
available without drastically increased 
financial support, nor is it usually pos- 
sible to raise the sights of state legis- 
lators and local citizens unless compari- 
sons of quality are based on a knowl- 
edge of national standards of financial 
and intellectual achievement. 

In other words, our National Com- 
mittee has adopted a philosophy of 
community development. We use the 
best national brains we can find and a 
group of highly visible national citi- 
zens to help local citizens to help them- 
selves in a kind of national cultural 
exchange program in what we think of 
as a highly underdeveloped country. 
By appealing to their sense of civic 
duty, we persuade intellectuals of the 
caliber of Kenneth Galbraith, Daniel 
Boorstin, Daniel Bell, Henry Steele 
Commager, Eli Ginsberg, Melvin Tu- 
min, and others not usually associated 
with education associations to think, 
write, and talk about our problems and 
to join government leaders of the cali- 
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ber of Hubert Humphrey, Willard 
Wirtz, Francis Keppel, newspaper and 
television men like Marquis Childs, 
Herbert Block, Howard K. Smith, Bill 
Mauldin, labor leaders like Walter 
Reuther and James Patton, business 
men like William Benton, Charles de 
Carlo, and we mix them all together 
with our Executive Committee, bring 
them into our national conferences, and 
then supply what ammunition and or- 
ganization we can for the states’ self- 
help programs. 

For example, last year the officers 
of the Better Schools Committee of 
New Hampshire conferred with us 
about developing a new political coali- 
tion to advance the cause of education 
in that state. The New Hampshire 
Committee had considered a co-opera- 
tive project with Governor John King 
for a one-day Governor’s Conference 
on Education and, using some of our 
materials and past experience, organ- 
ized the Conference, the invitations 
going from the Governor’s office to a 
complete cross section of organizations 
in the state. The opening address was 
made by the National Co mmi ttee Vice- 
Chairman on the role of education in 
economic and social change; the after- 
noon panel was manned by five repre- 
sentative citizens from labor, industry, 
agriculture, government, and education 
talking about the state’s educational 
needs; Governor Sanforc , of our Exec- 
utive Committee, made a remarkable 
closing address describing the political 
and educational process by which 
North Carolina had achieved the results 
of the last four years. More than 1,000 
delegates attended what was one of 
the most successful conferences the 
state has had in education; regional 
conferences of a similar kind are to 
follow. 

The New York State Educational 
Conference Board has been in exist- 



ence for 22 years, and with a combina- 
tion of nine different organizations, de- 
liberately patterned itself after the 
Agricultural Conference Board which 
worked so successfully for the farmers. 
The Board works out basic policies, 
produces the material to back them up, 
and speaks with one loud voice when 
there are financial and political matters 
to be dealt with in the state legislature. 
For those interested in the methods of 
the New York Board, Michael Usdan 
has written a fascinating account in the 
Institute of Administrative Research 
Bulletin of February 1964. 

Massachusetts organized a similar 
board in 1961, as did Maryland 17 
years ago. The Maryland state-wide 
Council on Education is by far the most 
wide-reaching in representation, with 
Chambers of Commerce, civic organi- 
zations, farm groups, service organiza- 
tions, colleges, schools, universities, 
more than 90 different groups involved 
in a common program. Other states 
where coalition politics is beginning to 
be practiced include Colorado, Tennes- 
see, Texas, and Minnesota. 

Our National Committee work in- 
volves getting the information about 
what one state is doing into the hands 
of interested and willing people in other 
states. We do not have the manpower 
or the money to do the travelling we 
need to do, although we do press a lot 
of people into service before they know 
where they are, and the Vice-Chairman, 
who travels a good deal in connection 
with his teaching and lecturing, tries to 
stir up collaborative action in the states 
which he visits. 

I provide the following maxims for 
those interested: 

1. If you find a governor who really 
cares about education and wants to 
run on an education platform, he is 
your man. Build a program around 



his platform, and keep his feet to the 
fire when he gets in. 

2. Put your hands on the nearest set 
of citizens who are prominent in 
town or in the state and get them 
into the education movement, espe- 
cially those who have not been in 
before and are relatively fresh and 
untouched. 

3. Get to the radio, television, and 
newspaper people by way of the 
prominent and influential citizens 
whom you have persuaded into serv- 
ice, and if poEsible put the station 
owners and newspaper publishers 
on the state-wide committee. 

4. Keep in touch with the national sit- 
uation in order to compare what is 
happening in a given state with what 
is happening and can happen in 
other states. 



5. Don’t leave the policy for education 
in the hands of the professionals, 
the legislators, the state depart- 
ments, or any single group. Use the 
state-wide coalition to raise policy 
questions affecting every sector of 
the life of the state — the Negro 
minority or any other minority, the 
farmers, the workers, the profes- 
sionals, in the slums, the suburbs, 
the inner city. 

6. Concentrate on getting the money. 
By justifying the necessity of the 
money, all the big questions about 
democracy and social progress will 
come flying out of the bushes as fast 
as the citizens can chase them. 

7. Think always about the children, 
who they are, what they need, and 
what they may become. 



An Economist Looks at Vocational Education 

Alice M. Rivlin 



Economists have only recently dis- 
covered general education. They have 
not yet discovered vocational educa- 
tion. It may strike you as amazing that 
economists did not begin thinking about 
education many decades, or even cen- 
turies ago; but I think the basic reasons 
are that they were lazy and the econ- 
omy is very complicated. 

One easy, and frequently effective, 
way to start on a complicated problem 
is to pretend that it is not really so 
complicated after all. For a long time 
economists tried to simplify the prob- 
lem of economic growth by pretending 
that workers were all alike and that 
production was determined by the 
quantities of natural resources and 
physical capital goods and by the num- 
ber of workers. Eventually it became 
clear that these simple models did not 
go far toward explaining economic 
growth. In fact, only a fraction of the 
dramatic increase in production experi- 
enced in most Western countries over 
recent years appeared to be attributable 
to increases in physical capital and 
numbers of workers. Clearly, workers 
were not all alike; the skill of the labor 
force mattered. Economists realized 
they had been missing an important 
part of investment, the investment in 
human capital which takes place when 
part of current production is devoted 
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to training workers so that they will be 
more productive in the future. 

So economists began examining hu- 
man resour; ?s, measuring the educa- 
tional investment in human capital and 
estimating the rate of return on that 
investment. The measurement prob- 
lems were difficult, although no more 
difficult than the similar problems con- 
nected with measuring physical capital. 
Nevertheless, even rough answers 
seemed encouraging. Investment in hu- 
man resources through education did 
seem to explain a significant portion of 
the hitherto unexplained growth in out- 
put, and the rate of return on this type 
of investment appeared to be high. 

Simultaneously, economists became 
aware that education is a major indus-l> 
try which uses substantial resources. ' 
Regardless of what decisions are made 
— for economic or other reasons — 
about the types or the amounts of edu- 
cation students should receive, there 
will always be scope for using educa- 
tional resources with more or less effi- 
ciency to achieve the chosen ends. Even 
when the desired results are known and 
can be measured — a given level of 
reading achievement for 30 six-year- 
olds, a certain typing speed for 100 
high-school girls, a stated level of com- 
petence in French for 1,000 college 
freshmen — there are difficult choices to 
be made about resource use. There are 
alternative ways of combining teachers, 
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tape recorders, television, instruction 
sessions, practice sessions, and so forth. 

Economists can never tackle these 
problems alone. Educators and admin- 
istrators have to do the testing and 
evaluating of educational effects of dif- 
ferent methods. But, given the relevant 
information about costs and results, 
economists can help organize this in- 
formation so as to clarify decisions 
about how to obtain the best results 
for a given cost or specified results at 
the lowest cost. 

If it is amazing how recently econo- 
mists have discovered general educa- 
tion, it is far more amazing that they 
have failed to focus on vocational edu- 
cation. There are clear reasons for re- 
sistance to economic reasoning about 
general education. Many of the benefits 
of general education are intangible and 
difficult to quantify. It seems likely that 
educated people are generally more 
law-abiding citizens, make more intelli- 
gent decisions at the polls, and are bet- 
ter able to enjoy the arts and to enrich 
the lives of their children than are un- 
educated people. Most people (espe- 
cially educated people!) believe that 
the noneconomic benefits of education 
are large and would favor general edu- 
cation up to a certain point even if its 
economic benefits were negligible or, 
indeed, negative. 

Vocational education, on the other 
hand, is frankly undertaken for eco- 
nomic reasons. It may have noneco- 
nomic side effects, but its primary pur- 
pose is to train people for work. One 
would expect the benefits of vocational 
education to be unusually susceptible 
to measurement in economic terms. 
Moreover, it is surprising that econo- 
mists have not directed serious atten- 
tion to evaluating vocational education 
either as a tool in combatting poverty 
and unemployment or as a device for 
accelerating growth. 



What does an economist, however 
belatedly, see as the principal economic 
issues relating to vocational education? 
The issues are many, but they can be 
grouped under three questions: 

1. How much vocational education 
or training should the labor force 
have? 

2. Where should training for work 
occur? 

3. How should the costs of training 
be shared among the worker, the 
employer, and the taxpayer? 

The first question — how much train- 
ing the labor force should have — can- 
not be answered in general terms. We 
can grab hold of this question only at 
the edges — at the margin, as econo- 
mists say. It would not be very useful 
to know that workers in general were 
receiving too little training, since, even 
if we know this, we would soil need 
to know which particular types of train- 
ing most needed to be expanded. The 
only useful way to get at this general 
question is to break it into pieces and 
ask: Should a particular type of train- 
ing be expanded or contracted? 

If we can estimate the future earn- 
ings of persons who receive a particu- 
lar type of vocational education, rela- 
tive to persons with similar qualifica- 
tions who did not receive the training, 
we are in a position to estimate a mar- 
ginal rate of return on the cost of this 
type of vocational education. A high 
rate of return indicates that more peo- 
ple could profitably undertake this type 
of training and a low rate of return is a 
signal for retrenchment. This type of 
computation — estimating rates of re- 
turn on vocational education costs — is 
tricky and should be used with great 
caution. There are at least three pitfalls 
which might make the numbers mean- 
ingless or even misleading. 
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First, available statistics on actual 
costs per student of existing training 
programs may not reflect the true costs 
of adding more students to efficiently 
run programs. The existing programs 
may, for example, be badly organized 
or too small to be efficient. A new pro- 
gram may have very high initial costs 
in the first year which should not be 
counted in an estimate of the rate of 
return to the program in future years. 

Second, estimates of future income 
of the graduates of the program have 
to be based on the income and employ- 
ment experience of past graduates as 
derived from surveys or follow-up 
studies. But the demand for specific 
skills or occupations may change radi- 
cally in the future. Although projec- 
tions of future manpower needs can be 
useful here, such projections are never 
highly reliable. The longer the time 
horizon and the more rapid the tech- 
nological change, the less reliable man- 
power projections become. I suspect, 
although many of my colleagues might 
disagree, that unreliability in projections 
of specific manpower needs is one of 
the prices we must pay for technologi- 
cal change in a free-market economy 
and that fancier projection methods will 
not greatly improve the reliability of 
these projections, except, perhaps, in 
the very short run. 

Finally, there may be hidden bene- 
fits to vocational education which are 
not reflected in the incomes of the 
graduates. Perhaps, if a high-school 
student were not in a vocational pro- 
gram, he might drop out of school alto- 
gether and his chances of beco min g a 
delinquent might be increased. In gen- 
eral, computations of rate of return 
derived from income alone are more 
helpful in comparing differences in var- 
ious types of programs than in compar- 
ing some vocational education with no 
education at all. 



The second major question — where 
should training for work occur — is a 
serious issue for vocational education. 
On-the-job training in formal or infor- 
mal apprenticeship programs, private 
vocational schools, and technical insti- 
tutes all offer real alternatives to voca- 
tional education courses in public 
schools. 

In the realm of general education 
any debate over the existence of public 
schools has an aura of fantasy and is 
not taken seriously by practical people. 
It is impossible to point to any co un try 
which has achieved a high level of 
literacy and general education without 
compulsory attendance laws and free 
public schools. One can, however, fin d 
industrial countries with high growth 
rates and low unemployment in which 
training for work is conducted almost 
entirely outside the public school sys- 
tem. Germany, for example, relies 
mainly on an elaborate system of ap- 
prenticeships and company tr ainin g 
programs for students who have com- 
pleted the required amount of general 
education in school. 

In the United States we have con- 
siderable experience with alternative 
types of training for work. Vocational 
courses have been a regular part of 
secondary-school curricula for many 
years. Cooperative programs have been 
tried in some occupations and in some 
school systems. Formal apprenticeships 
and company training programs are 
usual in some occupations and less for- 
mal on-the-job training in others. 

Yet, almost none of this experience 
has been analyzed with a view to as- 
sessing relative cost and effectiveness of 
alternative systems. At present, there 
is little basis for answering the ques- 
tion: What kinds of training are most 
efficiently done in schools, which on the 
job and which in cooperative pro- 
grams? One can point only to some 
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general considerations which enter into 
the choice between school courses and 
on-the-job training programs. 

Where the training involves learning 
to operate expensive equipment, there 
are advantages to doing it on the job 
(or at least on the premises of a going 
commercial or industrial establish- 
ment). In general, it does not pay for 
schools to invest in locomotives, earth- 
moving machinery, big computers, and 
the like, especially since instructional 
equipment is generally in use only a 
few hours a day. Moreover, when the 
rate of technological change in an in- 
dustry is high, there tend to be advan- 
tages to on-the-job training. Both 
teachers and equipment may be subject 
to rapid obsolescence, and a school 
may quickly find itself turning out stu- 
dents whose training is largely irrele- 
vant to the work situations they will 
face. 

Another obvious consideration is the 
ratio of manual skill to theory required 
in the occupation. Where theoretical 
knowledge or understanding of a proc- 
ess is crucial, there may be strong ad- 
vantages to classroom instruction and 
to the use of equipment especially de- 
signed as training devices. 

The efficiency with which a particu- 
lar skill can be taught is certainly not 
the only consideration in choosing be- 
tween classroom instruction and on- 
the-job training. For example, there are 
other arguments for vocational train- 
ing in the schools. It may be desirable 
to integrate vocational and general edu- 
cation. Vocational courses may supply 
the potential dropout with motivation 
for staying in school and learning more 
than a specific job skill. It is easier in a 
school context to make the program 
flexible, to teach skills useful in several 
different occupations, and to give the 
student an opportunity to learn about 
and transfer into a different course or 



a different curriculum. It may be easier 
in a school context to make sure that 
opportunities are open to students from 
all backgrounds and that young people 
with special handicaps (including a 
background of poverty and poor pre- 
vious education) get the help they need. 
Finally, school courses do not have to 
be tied to the needs of local industry. 
This may be especially important in a 
declining area where students need to 
be trained for jobs in other parts of 
the country. 

Our third major question — how the 
cost of training for work should be 
shared among students (workers), em- 
ployers, and taxpayers — seems at first 
glance to be closely related to the pre- 
vious question. It would seem that if 
training takes place on the job, the em- 
ployer pays; if it takes place in private 
schools, the student pays; and if it 
takes place in public schools, the tax- 
payer pays. 

But the real situation is more com- 
plicated. Even in a free public school 
the student usually assumes part of the 
cost of his training. If he is beyond the 
age at which his attendance is compul- 
sory and if he has a reasonable chance 
of finding a job without further training, 
he is paying a price for his training in 
the form of forgone earnings. Similarly, 
an apprentice or company trainee nor- 
mally forgoes some income to obtain 
training which will pay off later. In ac- 
cepting lower earnings in order to get 
training, the trainee is sharing in the 
cost of his training. And if a student 
is paying tuition to a private proprietary 
vocational school, his forgone earnings 
must also be added to the tuition to give 
a true picture of what his training is 
costing him. 

Hence, the question is not really: 
Should the student pay anything? He 
always pays something. The question 
is: How much? I suspect we will hear 
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the question asked with increasing fre- 
quency in the next few years, even with 
respect to vocational programs offered 
in public institutions, as emphasis 
shifts technical education at the post- 
secondary level. This type of training 
is expensive, but the rewards to the 
student may be h: o h. Students -;ay be 
willing to pay sut j.antial tuition for 
such training, especially if they can 
finance the cost by borrowing. Since 
the “free” tradition is not so strong 
at the post-secondary level, public as 
well as private institutions may decide 
to charge tuition in order to offer ex- 
pensive technical education which the 
community may be unwilling to subsi- 
dize heavily. 

In judging whether there should be 
public subsidies of vocational educa- 
tion, economists are inclined to ask 
first: What would happen without sub- 
sidies? Would there be underinvestment 
in vocational education or a maldistri- 
bution of the training obtained? 

These questions have not been thor- 
oughly explored, but there is certainly 
some reason to think private incen- 
tives are insufficient by themselves. Big 
companies with highly specialized 
equipment may have many reasons for 
engaging in elaborate training programs 
and clearly many of them do so. For 
the small company, store, or office, 
however, the cost of training employees 
can be prohibitive. The cost per trainee 
may be high when there are few of 
them, and the risk of losing trained em- 
ployees to other enterprises may be 
great. The cost of training can be par- 
tially shifted to the trainees through 
lower wages, but minimum-wage laws 
and similar customs make full shifting 
impossible. In this situation private vo- 
cational schools may spring up to offer 
training which small companies cannot 
afford to give — private secretarial 
schools are a good example of this phe- 



nomenon. Workers have an incentive 
to pay (both in the form of tuition and 
forgone earnings) for training which 
will raise their future wages, but they 
may be unable or unwilling to do so. 
Young people with limited resources 
would have to borrow to finance this 
investment in their future. They are un- 
likely to be able to obtain a loan, and 
they may not want to risk indebtedness. 
Hence, they may fail to obtain training 
which would be in the national interest 
as well as in their own interest. 

This economic rationale for subsidiz- 
ing vocational education is not necessar- 
ily an argument for heavy reliance on 
vocational education courses of the type 
traditionally offered in public secondary 
schools. Where there are reasons to 
think on-the-job training or courses of- 
fered on a work site are more efficient, 
such training could be subsidized di- 
rectly. There is room for a wide variety 
of combinations of school-and-job 
training programs. Imaginative experi- 
ments and objective evaluation of the 
results might lead us to effective new 
methods of training workers for future 
jobs. 

Incentives may be a problem even in 
public-school programs when support is 
primarily local. A community may be 
quite willing to support training for jobs 
in local industry, but not for skills 
which are in demand elsewhere. When 
there is heavy outmigration from a com- 
munity, local citizens may not want to 
tax themselves to train young people 
who will leave as soon as they are 
trained. Hence local support and local 
decision-making may lead to substan- 
tially less investment in training for 
work than would be undertaken if deci- 
sions were made by some larger unit. 
Here, of course, lies the rationale for 
state and federal support. Much of the 
motivation for federal efforts, from the 
Smith-Hughes Act of 1917 to the Voca- 
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tional Education Act of 1963 has been bility of recent legislation and the new 
to give states and localities more incen- willingness of educators and adminis- 
tive to support vocational education trators to experiment with r >vel ar- 
thought to be in the national interest, rangements and to evaluate their own 
The effort, we all know, has not been programs give promise of more cffec- 
fully successful, but the greater flexi- tive and imaginative solutions. 



What Causes Salary Disputes 

William P.McLure 



to analyze the causes of salary dis- 
putes, v/e must examine the total en- 
vironment of the public schools in our 
society. Four factors appear to account 
for much of the salary difficulties among 
professional staff members. 

Educational purpose — the scope of 
the educational purpose is tremendous. 
It ranges from considerations of need 
for some formal education for children 
at much lower ages than traditionally 
conceived in kindergartens or even nur- 
sery schools, expanding knowledge 
about coping with individual differ- 
ences in learning and development at all 
age levels, and as yet the undeveloped 
concept of adult education. The un- 
settled, dynamic nature of the purpose 
of public schools gives rise to changes 
in roles, status, perceptions, and atti- 
tudes which are closely associated with 
salaries. 

Appropriate programs to meet the 
changing social conditions — We are 
familiar with the traditional organiza- 
tion of grades in the first six or seven 
years of school life of the child with a 
shift to subject or fields of instruction 
in the junior and senior high-school 
grades and in post-high-school institu- 
tions. This traditional pattern is being 
modified by special groupings to ac- 
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commodate the instruction of pupils 
with various needs. In recent years 
there has been an increasing differentia- 
tion of nonteaching professional func- 
tions to augment instruction of the 
classroom teacher. Auxiliary services, 
such as transportation, food service, 
operation and maintenance of buildings 
and facilities, health and driver train- 
ing, have expanded. Financial re- 
sources have not been increased suffi- 
ciently to avoid severe stresses and 
strains resulting from the growth of 
complexity in these programs. 

Administrative units of operation — 
These units are commonly referred to 
as school systems or school districts. 
Some of the difficulties concerning sal- 
aries as well as other matters arise out 
of the incapacity of many administra- 
tive units to organize for effective per- 
formance of all members including stu- 
dents and staff. 

Dynamic factors within school sys- 
tems — By these I mean the things that 
are commonly referred to as decisions, 
aspirations of citizens, legal and social 
restrictions on expression of these as- 
pirations, all of which result in an un- 
realistic scarcity of financial resources 
available to the school system. 

These general factors suggest the 
broad context in which salary disputes 
arise. It will not be possible, of course, 
to develop all of these points fully, but 
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I shall choose a few examples which 
seem to me to be uppermost. 



Productivity in Education 

Changes in the productivity in edu- 
cation have an important bearing on 
salary disputes. Some conflict arises 
from different concepts of productivity. 
A few critics of schools argue that 
school systems are laggard in develop- 
ing means to increase productivity. For 
example, some critics view declining 
pupil-staff ratios as an index of de- 
creasing productivity. The reasoning is 
that the quantity of personnel should 
decrease in relation to the number of 
pupils or the units of production. 
Teachers believe that schools have 
never been staffed adequately at any 
point in time. They view the general 
trend of declining pupil-teacher ratios 
as a movement toward greater and not 
less productivity, certainly until some 
quantitative level of staffing for opti- 
mum instructional efficiency is reached. 

The commonly accepted goal of pro- 
viding for the educational needs of 
every pupil has led to an increasing dif- 
ferentiation of programs and services, 
methods of instruction, and roles of the 
professional staff members. The large 
school systems are the communities 
where most differentiation of profes- 
sional staff has taken place. Here we 
find the greatest extent of special clas- 
ses for the various deviational needs of 
pupils and professional services — 
counselors, psychologists, librarians, 
and supervisory staff. On the other 
hand, these school systems have a lower 
proportion of administrative staff in re- 
lation to pupil enrollment than the 
small systems. While large school sys- 
tems have added more specialists than 
the small systems have, many large 
ones have not been able to maintain 
desirable pupil-teacher ratios for regu- 
lar classroom teachers. 



All systems with limited financial re- 
sources operate under extreme difficulty 
in maintaining rational policies in the 
allocation of staff and facilities. Seldom 
can they maintain adequate pupil- 
teacher ratios and the additional spe- 
cialists that are considered essential. 

There are some claims that the re- 
search findings are inconclusive as to 
an optimum class size range for most 
instruction. I interpret the findings in 
favor of class sizes of 20 to 25 pupils 
per teacher in the elementary grades 
for regular instruction and 18 to 20 in 
high-school grades. One reason why 
the evidence in some studies is not con- 
clusive about class size is the lack of 
precision in the studies to measure real 
differences. In most cases where such 
studies were done, the teachers in the 
control groups did about the same kind 
of teaching as they did with larger 
groups of children. Their methods in 
the control groups were about the same 
as in the large groups because they were 
not in a position to make fundamental 
changes in the learning environment 
which they are attempting to control. 

Standards of excellence sought in 
education require not just a differentia- 
tion of role, but also a differentiation to 
provide a higher pupil-staff ratio than 
commonly found in most school sys- 
tems. Of course, a higher pupil-staff 
ratio must be accompanied by new 
methods of instruction, new tools of 
teaching, and capital facilities to pro- 
vide better learning environment. But 
the economic assumption is that addi- 
tional tools and materials will effectu- 
ate a reduction in staff and hence a net 
saving. 

The increasing differentiation in all 
aspects of education is a trend which 
gives rise to anxiety, if not frustration, 
in the teaching ranks. Until there is fur- 
ther knowledge about the nature of dif- 
ferentiation of staff that is needed to 
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accommodate all the complex needs of 
children, there will be some frustration 
from basic insecurity of roles which are 
in a state of flux. Let me give an ex- 
ample which I have observed among 
teachers. A remedial teacher will take 
pupils from a large number of regular 
classes for special or supplementary 
instruction. The regular teacher argues 
that she could accommodate some of 
this need if the size of her class is re- 
duced to an appropriate number. She 
does not argue that all of the need 
could be met in this fashion. The regu- 
lar teacher cannot solve the problem 
of every individual because she cannot 
manage the diverse learning situations 
that are most appropriate for every pu- 
pil. The basic question, therefore, is 
not the validity of the remedial teach- 
er’s role. She has a gre"t range of op- 
portunities to create learning situations 
for remedial purposes. 

Consider, though, for a moment the 
regular teacher whom this remedial 
teacher is supplementing. The regular 
teacher has, let us say, 25 pupils or 
some optimum number. In this situa- 
tion the teacher has a terrifically com- 
plex task. It is so complex that the most 
competent teacher conceivable is not 
just a generalist but she must be a spe- 
cialist of a high order. Many teachers 
argue that there is no justification 
whatsoever for any salary differentials 
between these two teaching roles. Dif- 
ferences among salaries of individuals 
can be justified as a result of variables, 
such as amount of college preparation, 
specialized preparation in teaching, 
length of service, but not on role. 

Teachers have been criticized often 
for a unitary concept of the teacher’s 
role which excludes such concepts as 
meritorious performance and oppor- 
tunities for career development. I doubt 
that they reject the fundamental notion 
of performance as a criterion in the 



salary structure. They are rejecting two 
things: (a) the implicit situation where- 
by conditions for recognition of per- 
formance automatically reward some 
roles and neglect others, and (b) the 
lack of valid measures of performance. 

I have never observed a single school 
system with adequate resources to take 
care of all legitimate principles for re- 
warding the individual. Boards of edu- 
cation have little flexibility in dealing 
with the problem of equity in the alloca- 
tion of resources because of the mar- 
ginal economic level on which they are 
operating. 

At this level, equity looms large 
among teachers. Errors in measurement 
of equity are far more serious at mar- 
ginal or survival levels than at affluent 
ones. When the role of the remedial 
teacher is given higher prestige than 
the regular teacher by definition, and 
reinforced by special earmarked aids 
and salary differentials, a condition for 
conflict in the system is created. 

Instructional materials and facilities 
constitute a large factor in the so-called 
production of the educational system. 
Some fields of instruction have a nat- 
ural advantage over others in this re- 
spect. There is a paradox here which I 
have observed in school systems on all 
expenditure levels except the very high- 
est ones. Materials and facilities se- 
verely limit teachers in most instruc- 
tional areas, notwithstanding imagina- 
tion and ingenuity in using what they 
have. Most teaching is done in rela- 
tively cramped quarters with almost 
wall-to-wall seating of children for sed- 
entary work. Truly adequate amounts 
of space to arrange various groupings 
of children for most effective utiliza- 
tion of materials would require much 
larger instructional areas than those to 
which most teachers are accustomed. 

The volume of necessary materials is 
always underestimated. For example, it 
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is not uncommon to find schools where 
administrators and teachers are satis- 
fied to have a couple of overhead pro- 
jectors which all teachers have to sched- 
ule for limited and infrequent use, 
when imaginative use of these particu- 
lar instruments would require a dozen 
or more. Teachers frequently will say 
that they have enough of such materi- 
als, and indeed they do for the kind of 
use they are making of them. In these 
same schools, teachers will argue for a 
salary policy which places a high pre- 
mium on maximizing the proportion of 
the budget that goes to teachers’ sala- 
ries and minimizing the amount that 
goes for other expenses, including ma- 
terials and facilities of instruction. Until 
the nonsalary and salary components of 
cost are adequate in terms of defensible 
standards, such a policy leads to con- 
tradictions and some frustrations. 

Supply and Demand 

Supply and demand have a way of 
upsetting a rational system of salary 
policies. About the most that can be 
said is that employers are realistic and 
seem to respond pragmatically when 
supply is scarce. Qualified teachers do 
not have the advantage of some occu- 
pational groups, such as physicians and 
lawyers, who are operating in a semi- 
private if not completely private mar- 
ket of services. The public school sys- 
tems do have some alternatives which 
they could utilize, such as investment 
in further education of some persons 
in fields of oversupply to prepare them- 
selves for shifting to fields of scarcity. 
School systems are at a disadvantage 
in not having adequate resources to in- 
vest in the short-term costs for this kind 
of adjustment. Business and industry 
utilize this method to some extent. 

There is much to support the asser- 
tion that there is no real shortage of 
teachers, but a shortage of well-pre- 



pared teachers for various roles. I was 
amazed, for example, to find in the ele- 
mentary schools in Idaho a large pro- 
portion of teachers without college de- 
grees. These teachers are paid low sala- 
ries. Citizens have been accustomed for 
many years to a large number of teach- 
ers with little college preparation. It is 
probable that this tradition may be con- 
tributing to the present unwillingness of 
many citizens to pay salaries of two and 
three times the accustomed amounts to 
well-trained teachers. It is also probable 
that the inadequately trained persons 
have the capability of a higher quality 
of teaching if they were better edu- 
cated. 

Salary levels affect supply and de- 
mand in two important ways. In the 
first place, they affect the young per- 
sons who are choosing teaching as a 
profession, particularly men. In the 
second place, salary levels affect the 
adaptability of some members of the 
teaching profession to change roles. My 
observations convince me that we have 
in the profession a tremendous waste 
of human potential of individuals who 
are not economically able to make fur- 
ther educational investment in them- 
selves to meet the changing demands of 
the profession. 

Many individuals are sufficiently 
adaptable to change the nature of their 
teaching as well as to improve the qual- 
ity of it. But to do so, they may never 
be adequately prepared so long as they 
depend exclusively on extending their 
training or re-training over a long 
period of time through little bits of for- 
mal study such as extension courses. I 
do not mean to depreciate the value of 
these experiences. They are important 
and necessary. But I am sure that what 
many individuals need is an extended 
leave of absence of a year or two years 
to do a concentrated study on a full- 
time basis. It may be necessary to estab- 
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lish programs of massive leaves of ab- 
sence of substantial nature for teachers 
to cope with the problem of profes- 
sional adaptability. They need a strik- 
ing break from their accustomed intel- 
lectual routines to undergo a rather 
thorough and substantial change which 
cannot be accomplished in a short sum- 
mer school. I have found evidence to 
support this observation among teach- 
ers who have come from the field to 
pursue advanced graduate study. It is 
true that most of these individuals are 
in the young age groups and have not 
taught long enough for the profession 
to make its full imprint on them. How- 
ever, there have been sufficient num- 
bers in the upper age ranges to support 
the assumption. 

Public Image 

Part of the conflict over salaries lies 
in the image which the public holds of 
teachers. Citizens tend to perceive the 
teacher as having a steady salary and, 
more frequently than not, one that is 
above the average of other occupational 
groups. Some observations show that 
these perceptions have placed the teach- 
ers higher than their real status in com- 
parison with suitable referent groups. 

Special conflict arises with men in 
the profession. Most salary levels are 
too low for them and other heads of 
households to provide adequate sup- 
port for their families. Many of them 
whose wives teach resent the fact that 
it is necessary for two members of the 
family to work in order to have an ade- 
quate living standard. 

Moonlighting by men is all too com- 
mon in some communities. Income 
which is earned from such outside work 
can be viewed as an indirect subsidy to 
the cost of education. The cost shows 
up in some instances as a contribution 
to keep the person in teaching. But 
this is not the only form. It may show 



up indirectly as a loss in professional 
study and in time which the person 
might use in preparing for his teaching. 

Something should be said, however, 
about beneficial effects of limited 
moonlighting when outside work is in 
the field of one’s professional activity. 
For example, in higher education there 
is a widespread practice of consulting 
work which staff members pursue in 
various fields such as engineering, 
sciences, communications, and to some 
extent in education. An engineer may 
render consulting service to a govern- 
mental agency or to a business firm, 
with a useful service to the recipient 
and a valuable learning experience to 
the staff member. I have found very few 
teachers in the public schools who are 
rendering such services. 

The personal, informal touch of 
teachers with the community, particu- 
larly in the small community, stands in 
the way of public acceptance of higher 
salaries. Familiarity with the teacher 
lowers the laymen’s level of salary ac- 
ceptability. Thus, the prestige of the 
teacher in many communities becomes 
associated with the public image which 
tends to keep the teacher at a low eco- 
nomic status. On the other hand, the 
prestige of the teacher is, in his view, 
coming to be shaped more and more 
by cultural forces beyond the local 
community. He perceives himself as 
being a member of a nationwide pro- 
fessional group. But salary policies are 
shaped largely by the public prestige 
values at the local district level. 

This conflict pattern is not eliminated 
in the urban community. In this situa- 
tion teachers have lost some of the di- 
rect and personal touch that is found in 
the small community. Thus, they have 
tended to shift to large-scale organiza- 
tion to maintain a professional image. 

We cannot overlook the conflict 
which arises in the minds 0 f some 
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teachers through some loss of original 
expectations which they had in making 
the decision to enter teaching. Some 
individuals may have been unduly in- 
fluenced by the promise of piecemeal 
advances that they observed in the pro- 
fession. They observed trends of teach- 
ers’ salaries that appeared favorable at 
the time of decision, and they reasoned 
that a real breakthrough was in the off- 
ing with satisfactory economic returns 
“in their Retime/’ By the time they 
had graduated from college and had 
taught a few years, they discovered the 
realities of the cost of living and their 
true economic status. Some have be- 
come disenchanted and have left the 
profession to seek employment in other 
occupations. Every study that seeks to 
find the causes of professional dropouts 
reveals that lack of adequate salary is 
one of the major ones, particularly 
among men. 

Career Development 

The notion of career development 
seems to be practically lost in wage 
theory that is applied to salaries of 
teachers. An illustration of this is found 
in the attitudes of teachers toward steps 
on salary schedules. There is wide- 
spread feeling among teachers that they 
want the monetary rewards “now” and 
not 10 years later. There are two im- 
plications involved here. First, the 
teachers perceive annual increments as 
a series of delays in achievement of a 
reasonable living standard. Second, the 
first 10 years is the formative stage in a 
teacher’s career. He has either made it 
by then or he is dead professionally. He 
needs a rewarding experience and at 
least two years of graduate study during 
this period. Further schooling is expen- 
sive. What most persons need is beyond 
their economic ability to manage. Un- 
fortunately there is some sense of futil- 
ity within the teaching ranks because of 



the economic limitations to make ade- 
quate professional advancement during 
these years. 

This conflict shows up clearly between 
the young and the old members in the 
profession. There is an implicit assump- 
tion in present salary policies that the 
young person has to establish himself 
fast in order to get into some special 
area with monetary advantages, be- 
cause he will be put on the shelf pro- 
fessionally in 10 to 15 years. He, there- 
fore, proceeds to prepare for school ad- 
ministration, special services such as 
counseling or supervision, or some 
other role which offers better financial 
returns than classroom teaching. He 
may attempt to enter college teac hing 
where he sees an opportunity for a 
career as a classroom teacher. 

We have never fully tested the prop- 
osition that classroom teaching is an 
altogether suitable career activity for 
men below college level. Adequate sala- 
ries would be one of the basic condi- 
tions for such a test. There may be 
others of great importance. For ex- 
ample, why are there relatively so few 
men above age 35 doing full-time teach- 
ing? 

Psychological Factors 

One of the basic drives for self-es- 
teem among teachers is to obtain an 
adequate standard of living. This is 
closely tied to the teachers’ perception 
of the public image of the teacher. The 
crux of salary disputes is the inade- 
quacy of salaries to permit the mem- 
bers of the profession in general to 
maintain a standard of living which en- 
ables them to live effectively as a pro- 
fessional group. 

The salary represents more than a 
standard of living. It is also a mark of 
professional status. Thus, considera- 
tions involving salary level, structures 
of schedules within a school system, 
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and other matters strike at the roots of 
basic ego satisfactions. 

There is a natural tendency for 
teachers to concentrate their dissatis- 
factions on administrators and govern- 
ing bodies. Unfortunately, some admin- 
istrators and boards of education do 
not fully understand the dissatisfac- 
tions and motivations of the teachers 
and how to proceed with sound psycho- 
logical methods of reducing tensions. 
Anxieties build up to a pitch about mid- 
year during the period when the budget 
begins to take shape for the next year 
and when employment contracts v/ith 
other school systems are most active. 

During the period of the budget-mak- 
ing process when there is imminence of 
change in salary policy, teachers have 
a feeling of insecurity. Often they do 
not feel that they have a vital role to 
play in this process. In most school sys- 
tems, particularly the large ones, prep- 
aration of the budget begins in the early 
fall. Information is gathered slowly 
over a period of several weeks. Dur- 
ing this time teachers are only remotely 
in touch with this process. They do not 
understand the various intricacies of 
budgeting. They feel inept at evaluat- 
ing the economic situation of the school 
district as a basis for judging the ability 
of the district to provide better salaries. 
They do not possess the expertise nec- 
essary to make this evaluation. Commit- 
tees are bewildered when they under- 
take the special task of studying salary 
policies. Actually they undertake a task 
of evaluation for which they are not 
technically prepared. They do not feel 
that they have full access to expertise 
for this function. I have observed some 
basic distrust of teachers for the “finan- 
cial expert” in the central office. Un- 
fortunately, they often perceive such a 
person as a representative of adminis- 
tration and not the teachers. What they 
fear is that the “expert” not only has 



knowledge superior to theirs but that 
he is biased against them. 

School administratrators sometimes 
exhibit evasive behavior in their an- 
alysis of salaries because they are de- 
pendent upon state policy. Most legis- 
latures act from one biennium to an- 
other and they customarily establish 
fiscal policies that project for no more 
than two years. For this reason, ad- 
ministrators and boards of education 
operate under some uncertainty while 
awaiting action of legislatures from one 
session to the next. 

It seems to me that the main root of 
these difficulties lies in the function of 
evaluation. Much lip service is given 
to continuous appraisal of educational 
and fiscal needs. But I am afraid that 
there is not enough systematized evalu- 
ation with sufficient depth and compre- 
hensiveness to give all parties con- 
cerned an adequate basis for making 
dependable judgments. Salary disputes 
offer plenty of evidence that the evalu- 
ative function in education is woefully 
undeveloped in terms of known meth- 
odology. However, I do not mean to 
imply that solution of disputes lies in 
improvement of methods of analysis. 
But good analysis can lead to correc- 
tion through change in public policies. 

Even in the best of situations where 
teachers participate in the evaluation 
of needs of the school system, they do 
not have a sense of the right to partici- 
pate. From their point of view they are 
participating from a position of weak- 
ness. 

In small communities where the 
interactions among teachers, adminis- 
trators, school-board members, and 
citizens in general are intimate and per- 
sonal, teachers find it difficult to oper- 
ate through Uglily formal methods. In 
their sitasiion, a formal organization 
of teachers appears to be a threat to 
the accepted modes of interaction. 
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In the larger communities, where 
life becomes more organized, teachers 
find that formal organization is an ap- 
propriate mechanism to achieve iden- 
tity and communication. However, 
there is a tendency in many of these 
situations for relatively small in-groups 
of active individuals to hold member- 
ship on several committees. Thus a few 
individuals become highly visible to ad- 
ministrators, the board, and the com- 
munity. Strains and frustrations de- 
velop among them as a result of their 
insecurities and visibility. 

Citizenship of the Teacher 

Part of the dispute over salaries 
arises out of the conflict in the role of 
teachers as citizens. By the nature of 
their occupation they are expected to 
be exemplars of the finest human 
traits. Traditionally they have been 
fenced into a narrow range of profes- 
sional service. They could not be too 
active in the community lest they either 
neglect their teaching or contaminate 
it with partisan activity. 

The conflict arises, however, as I see 
it, not so much over mores about the 
circumspection of teachers as some- 
thing else. They perceive that their 
citizenship has been limited to activity 
within the educational institution and 
that it has not extended into the realm 
of political decisions about conditions 
which determine the nature of the in- 
stitution. Many teachers now believe 
that knowledge for the solution of edu- 
cational problems must have its advo- 
cates in the council chambers of gov- 
ernment. They believe that teachers 
should become politically active, 
through their professional organization, 
in the election of legislative representa- 
tives who are committed to a full and 
fair consideration of education. A good 
example of this emerging attitude is 
found in Utah where recently the con- 



certed action of teachers resulted not 
only in electing a substantial number 
of pro-education members to the state 
legislature but also in electing persons 
from the teaching ranks. 

Governance of Education 

These changes in thinking and ac- 
tion of teachers may be symptoms of 
something more fundamental than their 
role in society. They may suggest a 
failure of government to adapt its ma- 
chinery to cope with the magnitude of 
the educational enterprise. State legis- 
latures are inundated with bills in every 
session. There is inadequate time for 
extensive deliberation on the multitudes 
of issues clamoring for attention. State 
educational agencies are either under- 
staffed or inadequately financed to con- 
tribute most effectively to the function 
of analysis so that policy proposals are 
adequately communicated to the legis- 
lature for its functions of deliberation 
and decision. 

More Than Salaries 

Teachers are asking for more than 
salaries. They are concerned with the 
general conditions of teaching and 
learning. Most recent controversies, 
for example, arose out of the claim 
that educational conditions were un- 
satisfactory, including low salaries, 
meager instructional materials, short 
supply of teachers, absence of special 
programs and services, inferior school 
plants, and lack of public recognition 
of the necessary resources to provide a 
modem educational program. 

There is an assumption among 
teachers that the best educational re- 
sults obtainable by a school system re- 
quire some optimum balance or mix of 
the various inputs. Teachers have some 
motivation to assist in the evaluation 
of this mix. Thus, the conflict over 
salaries is only part of the urge within 
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the profession to participate in the 
general function of evaluation. 

Teachers have been criticized for 
placing too much emphasis on them- 
selves and their working conditions 
and too little on the pupils. In some of 
the controversies the arguments are de- 
bated at a level with semantics that lend 
some support to this claim. But one 
does not have difficulty probing the 
true basis of the teachers’ position. 



The matter of security, for example, 
has to be examined in depth. Tenure 
is only one aspect of security. It is a 
membership card which admits the 
teacher to the profession, but it does 
not bestow upon him deep and lasting 
feelings of security which he must earn. 
These come with accomplishment, rec- 
ognition, and appropriate relationships 
with pupils, colleagues, and the public. 



PART TWO 



The Foundation Plan 



The Local-State-Federal School 
Finance Partnership 

Erick L. Lirtdman 



Federal payments to public 
schools for current expense purposes 
have been increasing consistently dur- 
ing recent years. In total annual 
amounts, federal contributions have 
increased 20-fold since 1940. As a 
percent of public-school current ex- 
penditure, the increase was from 1.7 
percent in 1940 to approximately 5 per- 
cent today. In one state, Alaska, the 
federal contribution exceeds 25 per- 
cent; in a few other states the federal 
share exceeds 10 percent. On the other 
hand, in New York, the federal share 
is approximately 2 percent. 

In the absence of a broad general 
support program, federal contributions 
to public schools are made under sev- 
eral different programs of limited pur- 
pose. Indeed, a review of the federal 
laws which authorize payments to pub- 
lic schools reveals an amazingly com- 
plex pattern. 

Some federal programs are intended 
to compensate for deficiencies in the 
school tax base. In this category are 

(a) shared earnings from federal tax 
exempt land and mineral resources, 

(b) payments in lieu of property taxes, 
and (c) payments to local school dis- 
tricts under Section 3 of Public Law 
874. In the same general category are 
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various proposals for interstate equali- 
zation and general school support, 
which seek to compensate for deficien- 
cies in the over-all state tax potential. 

Federal payments made on this basis 
tend to be free from program controls. 
They reflect the view that additional 
funds over and above amounts which 
can be expected from state and local 
taxation are essential to expand and 
improve public education. 

Other federal programs are intended 
to broaden the scope or improve the 
quality of public education. In this 
category are (a) federal contributions 
for vocational education, (b) payments 
to local schools under the National De- 
fense Education Act, (c) federal con- 
tributions for various types of compen- 
satory education, and (d) federal ccr- 
tributions for ROTC programs. Under 
these programs, the federal govern- 
ment seeks to strengthen selected cur- 
ricula or to broaden the scope of pub- 
lic school services. The purpose is not 
to aid the on-going program. Indeed, 
the ultimate effect is likely to place 
additional burdens upon the school 
budget. 

Finally, some federal programs are 
intended to educate individuals for 
whom the federal government accepts 
responsibility. In this category are 
federal contributions for the education 
of Indian children, war veterans, Cu- 
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ban refugees, and selected trainees 
under the Manpower Development and 
Training Act. Federal contributions 
under these programs are essentially 
tuition payments for selected individ- 
uals. 

With these three different rationales 
for federal contributions to public 
schools in mind, the problem is to re- 
late these federal payments to state 
school support programs. To do this, 
it is necessary to identify the different 
types of financial arrangements which 
support various parts of the increas- 
ingly complex public-school program. 

School finance theory since 1925 
has been focused almost exclusively 
upon the foundation program financed 
from state and local funds. Since the 
foundation program stresses uniform- 
ity and equality, little attention has 
been given to state and federal support 
for optional programs. These programs 
need more attention, if federal pay- 
ments are to be integrated into a local- 
state-federal school finance partner- 
ship. 

A public school system in a typical 
American city provides a great variety 
of educational services and programs. 
Many of these programs are supported, 
in whole or in part, from state or fed- 
eral funds. Some are supported en- 
tirely from local school district tax 
funds. Four types of financial arrange- 
ments are identifiable: 

1. The jointly financed mandatory 
foundation program 

2. Locally financed optional pro- 
grams 

3. Jointly financed optional pro- 
grams 

4. Contracted programs with no 
local contribution. 

Much has been said about the jointly 
financed mandatory foundation pro- 
gram. If is, or should be, defined by the 



state legislature to assure for every child 
in the state opportunity for basic in- 
struction of a kind and quality deemed 
to be adequate. It stresses equality 
of educational opportunity. Since it 
seeks to provide a basic state-wide pro- 
gram, it is, or should be, financed by 
taxes borne uniformly by all taxpayers 
in the state. The provision of such a 
program of instruction is not, or should 
not be, optional with local school 
boards; it is, or should be, a state-man- 
dated program. 

Locally financed optional programs 
are authorized, but not financed, by the 
state. They are financed by local taxa- 
tion in excess of the required local con- 
tribution to the mandatory program. 
Included in this category are expendi- 
tures for smaller classes, for teachers’ 
salaries in cr 'ess of the state minimum, 
and for supplementary instructional 
programs not provided for in the state 
mandatory program. For example, the 
latter might include special music 
teachers or foreign language instruction 
in elementary schools. Such programs 
provide special advantages for pupils 
in a local school district and are, or 
should be, financed from local tax 
sources. 

Jointly financed optional programs 
include those for which the state con- 
tributes a part of the excess cost and 
the local school district contributes the 
rest. These usually include programs 
which are expensive, and which the 
legislature wishes to encourage, but 
not mandate, for all schools in the 
state. Typically, programs for excep- 
tional children and some vocational 
education classes are in this category. 
In some states, summer schools belong 
in this group. 

Various arrangements for sharing 
the cost of such programs between the 
state and local school districts h?" 
been developed. Perhaps the 



promising is the “equalized matching” 
plan in which the less wealthy school 
districts are given a more favorable 
state matching ratio. For example, a 
school district of average wealth might 
receive 50 percent of the excess cost of 
such programs from the state, while a 
school district in which the assessed 
valuation per pupil is quite low, might 
receive as much as 90 percent of the 
excess cost from the state. Equalized- 
matching formulas have been devel- 
oped which can be used to provide for 
variation in the matching ratio, com- 
bining the advantages of equalization 
and local matching. 

Contracted services are operated by 
local school systems but financed en- 
tirely from external funds. In these 
programs the beneficiaries are not ex- 
clusively the residents of the local 
school district. Such programs may 
serve a region of the state as illustrated 
by an area vocational school, or they 
may serve a federal purpose such as 
retraining unemployed workers under 
appropriate federal laws. The distin- 
guishing characteristic of contracted 
service programs is that the school dis- 
trict contributes facilities and know- 
how while the funds are provided en- 
tirely from state or federal sources or 
from another department of local gov- 
ernment, as in the case of recreational 
programs using school facilities. As 
federal programs for the education of 
culturally disadvantaged, and for the 
retraining of unemployed workers gain 
momentum, public schools may be 
called upon to render such contractual 
services more frequently than they 
have in the past, especially in the big 
cities. Therefore, it is important that 
expenditures for contracted service pro- 
grams be identified and charged to the 
proper agency. 

To summarize, then, four distinct 
types of programs have been identified, 



each of which has its special financing 
arrangements. First, there is the state 
mandatory program guaranteed for 
every child in the state, financed from 
taxes borne uniformly by all taxpayers 
in the state. Second, there are optional 
local programs supplementary to the 
state mandatory program, financed ex- 
clusively from taxes borne by the local 
school district property taxpayers. 
Third, there are the jointly financed op- 
tional programs, in which the cost is 
shared by the state and the local school 
district. And, finally, there are the con- 
tracted service programs, in which the 
full cost is paid by another department 
of local government, by the state, or by 
the federal government. 

Among the four types of financial ar- 
rangements identified in this paper, 
jointly financed optional programs pre- 
sent some special problems which have 
caused confusion in many states. Basi- 
cally, the financial arrangements for 
these programs have sought to identify 
their excess cost, and then to reimburse 
the school district for a part of this ex- 
cess cost from state sources. In view of 
the fact that the federal government is 
also contributing to various kinds of 
special programs, it is necessary for 
each state to develop a clear statement 
of what is meant by excess cost of such 
programs. 

First, an accounting system is need- 
ed which identifies clearly their total 
cost. From this total cost must be 
deducted the amount of revenues 
“earned” by the program through the 
operation of the state mandatory pro- 
gram, and from federal sources. By this 
method the “net” excess cost is deter- 
mined. This net excess cost can then 
be shared by the school district and 
the state in accordance with a variable 
matching ratio, with the state contribu- 
ting from 50 percent up to as high as 
90 percent of the net excess cost. Under 
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this arrangement, the state is assured 
that a local school district which in- 
augurates such an optional program has 
sufficient interest in it to provide a local 
contribution. At the same time, the bur- 
den of financing the program will not 
be excessive in the low wealth districts, 
since the state reimbursement could be 
as much as 90 percent and the cost 
would be subject to review by both 
state and local authorities. 

One of the purposes of this plan for 
jointly financed optional programs is 
to clarify the relationships among local 
school boards, state legislatures, and 
the U.S. Congress. Legislative bodies 
have responsibilities and concerns 
about educational quality. Often they 
express their concerns through cate- 
gorical aids to education. The problem 
is to provide for such categorical aids 
without excessive administrative costs, 
without interference with necessary 
freedom of local school boards to oper- 
ate the schools, and without duplicate 
reimbursement from state and federal 
funds. 

The relationship between various 
federal payments to public schools and 
the four types of financial arrangements 
for supporting public-school programs 
are shown in the accompanying chart. 
On the left side of the chart, the four 
types of financial arrangement are in- 
dicated with arrows pointing to four 
boxes in the center of the chart. In 
each box the source of funds is indi- 
cated. On the right, the various federal 



programs are listed with arrows point- 
ing to the appropriate part of each box. 

It will be noted that federal funds 
which provide for 100 percent reim- 
bursement of cost of special programs 
are funnelled into the “contracted ser- 
vice” box. Similarly, federal funds 
which provide for partial reimburse- 
ment of special programs are funnelled 
into the “jointly financed optional pro- 
grams” box. And, finally, federal pay- 
ments intended to compensate for 
deficiencies in the local tax base are 
funnelled into three different boxes to 
supplement local funds. 

In order to develop a local-state- 
federal partnership program, adjust- 
ments in state school support will be 
necessary. First, it will be necessary to 
allocate factors used in the computa- 
tion of state payments to school dis- 
tricts among the four types of financial 
arrangements. For example, pupil at- 
tendance credit earned in an optional 
program must be segregated from at- 
tendance credit earned in the manda- 
tory foundation program. This is nec- 
essary to avoid duplication of state 
support credit for the same program. 
Similarly, the costs of each program 
must be more precisely identified. 
Finally, each program must be credited 
with appropriate federal contributions 
before the state payment can be com- 
puted. 

These adjustments will be contro- 
versial and will generate heat. I hope 
this paper will generate some light. 
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Fiscal Incentives in State Aid Provisions 

Charles S. Benson 



By “fiscal incentives in state aid 
provisions,” I assume we mean devices 
through which a cash nexus is estab- 
lished between state governments and 
local-school authorities, of a type which 
serves to induce local authorities to do 
certain things they would not otherwise 
be inclined to do. In the statutes of the 
50 states, there are several hundred of 
these devices laid out, some simple in 
form and some of extraordinary com- 
plexity. It is necessary in a brief dis- 
cussion to restrict comments to a few 
types of fiscal incentives. I propose that 
we look first at general-purpose aids in 
broad sweep and then that we consider 
some new forms of specific aid (at. 
least, I think the forms are new!). 

With respect to general-purpose 
grants, let us make the further simpli- 
fication of confining the analysis to two 
main types: the foundation program 
plan (Strayer-Haig) and the percent- 
age-equalizing subvention (or matching 
grants on an equalizing basis). The 
first type is still the one in most com- 
mon use, as measured by share of ADA 
of states that employ it. The second 
is the type that is gradually finding 
favor among progressive eastern states. 

I leave out the Johns-Morphet variant, 
even though it is enjoying a rise in 
popularity as well, because it is a kind 
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of cross breed, having features some- 
what like those in the Strayer-Haig 
form and somewhat like those in the 
percentage grants; hence, to include it 
in the discussion would make it harder 
to see the contrast between the fixed- 
unit (foundation plan) approach and 
the newer percentage schemes. 

The question we are asking about 
these two basic plans is essentially this: 
For a given (small) rise in state aid, 
under which plan is the increase in 
total educational expenditure the 
greater? This is a question that can be 
phrased in terms of the economist’s 
concept of elasticity: 

Elasticity of educational expenditure 
equals percentage change in total cur- 
rent expenditures per pupil in state 
divided by 1 percent change in general 
purpose state aid per pupil. 

For the given increase in state aid, 
what is the response in total spending? 
Is the response likely to be greater or 
smaller, depending on which type of aid 
program a state employs? These are 
the matters under consideration. 

On the face of it, percentage grants 
should win hands down. Local authori- 
ties receive matching funds from the 
state and continue to receive them even 
when they pull their expenditure levels 
up quite far. In contrast, the Strayer- 
Haig formula offers no financial assist- 
ance to a locality over and beyond the 
state’s share of the fixed unit amount 
(per pupil), known as the foundation 
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program. The other side of the coin is 
that under Strayer-Haig no locality suf- 
fers a reduction in state aid if it decides 
to cut its expenditure per pupil, pro- 
vided it continues to meet whatever re- 
quirements in the nature of mandatory 
tax rates that are put upon it. This all 
says that the percentage grants serve to 
reduce the price of educational services 
in the local district over a wide spec- 
trum of quality of service, while the 
Strayer-Haig plans do not. It is a char- 
acteristic of man to respond to bargains 
in price, so one would expect, a priori , 
that the percentage grants offer more 
powerful fiscal incentives than do rig- 
idly defined fixed-unit programs. 

This line of argument overlooks the 
fact that legislatures can raise the 
amounts of the foundation programs 
and that they can also raise the amounts 
of mandatory local tax rates. Such a 
fact makes a comparison of the general 
stimulation effects of the two types of 
grants rather pointless. All one can say 
is that the percentage grant offers an 
automatic fiscal incentive to local au- 
thorities, while the Strayer-Haig plan 
requires legislators to go through the 
exercise periodically of dete rminin g 
what “good education” costs, on the 
average, in the districts of their state, 
in the sure knowledge that the only 
answer ever to be discovered is “more.” 

Actually, I am leading up to what I 
think is a much more interesting set of 
questions. What kinds of districts, rel- 
atively speaking, receive the stronger 
incentive to spend under the Strayer- 
Haig plan and what kinds receive the 
stronger incentive under the percentage 
grants? Before I suggest some an- 
swers, I would like to raise an intro- 
ductory question: In the view of the 
changing social and economic structure 
of our country, which types of districts, 
again relatively speaking, should be 
provided with the stronger inducement 



to spend? My own preference would 
be those whose populations are con- 
centrated in the lower socioeconomic 
groups. Frankly, I would like to see 
these districts advance their volume of 
spending at a somewhat higher rate 
than high socioeconomic districts did. 
I base my preference on the following 
six points: 

1. The job structure of the United 
States is shifting strongly toward pro- 
fessional, technical positions, and to- 
ward white-collar occupations gener- 
ally. Three-quarters of the 21 million 
new jobs to be created between 1960 
and 1975 are estimated to be either in 
the white-collar or craftsman category. 
It follows that the level of the educa- 
tional threshold for stable employment 
is rising inexorably. 

2. There is nothing yet on the hori- 
zon to indicate that private employers 
are going to make a mass effort to pro- 
vide formal schooling for workers. The 
job of helping young people over the 
rising educational threshold is left 
mainly to the public schools. 

3. It has recently become clear that 
the educational attainment of pupils is 
significantly associated with the socio- 
economic standing of households in the 
school district in which they live. This 
means that the schools in industrial, 
working-class towns may need to try 
harder than the average district to bring 
the same proportion of their pupils over 
the rising educational threshold. 

4. On the other hand, for many 
years our educational structure has 
been characterized by geographic in- 
equalities of educational provision. That 
is, upper-class suburban districts have 
had better teachers, better buildings, 
and more generous supply of auxiliary 
services, like libraries, than have the 
older, poorer industrial cities and 
towns. This situation still exists in note- 
worthy degree. 
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5. At the present time, the workers 
who are acutely affected by technologi- 
cal unemployment are those workers 
who did not attend a four-year college. 
I know of no good reason to expect 
this condition to change. 

6. Many districts concentrate their 
best teaching resources on the college- 
bound youths. Hence, the youth not 
bound for college, for whom crossing 
the educational threshold may be es- 
pecially difficult but for whom it is cer- 
tainly especially important, are under a 
double handicap in poor districts: in- 
adequate educational resources made 
available to the district and a distribu- 
tion of resources within the district un- 
favorable to him. 

These six conditions lead me to the 
conclusion that it is important that 
poorer districts move ahead more rap- 
idly than the rich, because otherwise 
we shall face the prospect of a continu- 
ing inequitable distribution of involun- 
tary leisure, i.e., unemployment. 

Now let us turn back to the question 
about which type of aid plan, Strayer- 
Haig or percentage equalizing, offers 
greater financial incentive to the poorer 
districts. Suppose we define a unit of 
educational services as the amount of 
services that can be bought at an ex- 
penditure of $100 per pupil. The price 
of educational services, let us say, is the 
local tax rate required to purchase an- 
other (or one more) unit. In the ab- 
sence of state aid, the price obviously 
will be low in rich districts and high in 
poor ones. For example, let District A 
have an assessed valuation of $40,000 
per pupil and let District B have an as- 
sessed valuation of $10,000. The price 
of the first unit in District A is 2.5 mills 
and in District B, 10 mills. The willing- 
ness of local taxpayers to support 
school services — and this is an impor- 
tant point — is influenced both by the 
absolute level of rates and by the rela- 



tive level as well. In the example above, 
District B would be reluctant to expand 
its educational services because the 
price it pays for these services is so 
much higher than the price that the 
citizens of District A are called on to 
pay. 

Next let us make some simplifying 
assumptions. Let us assume that we 
can ignore sparsity, small school size, 
and the elementary-secondary cost dif- 
ferential. Let us assume further that 
assessed valuation is constant through- 
out the school year and the enrollment 
is constant also. Let us introduce state 
aid, first in Strayer-Haig form and then 
as a percentage-equalizing grant and 
see what happens to the local price of 
educational services. 

In a given state, suppose that the 
average expenditure per pupil is $400. 
Let the state have a Strayer-Haig for- 
mula in which the foundation program 
is set at $400 and in which there is a 
mandatory local contribution rate of 
10 mills. The minimum permissible ex- 
penditure on schools now becomes four 
units and all districts receiving equali- 
zation aid under the formula obtain 
these four units at a total price of 10 
mills. So far so good. But it is common 
practice to set the local contribution 
rate high enough to exclude some rich 
districts from the operation of the for- 
mula. In this instance all districts with 
assessed valuation of $40,000 per pupil 
and above are so excluded. Further, it 
is common practice to provide flat 
grants to the excluded districts (but 
only to them). Now take a district with 
$60,000 assessed valuation per pupil 
and let it receive a flat grant of $100 for 
each of its school children. Its total 
price of the standard four units of edu- 
cational services is not 10 mills, but 5 
mills. 

However, the really difficult problem 
seems to be this: All expenditures 
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above the amount of the foundation 
program create differentials in price just 
as if there were no state aid in exist- 
ence. If the $10,000 per-pupil district 
wants to move to an expenditure level 
of $500, the price is 10 mills (yielding 
a total local tax rate of 20 mills) . If the 
$40,000 district wants to move to $500 
per pupil, its price is 2.5 mills (giving a 
total local tax rate 12.5 mills). The 
poor district could well feel, in Kipling’s 
words, ‘’the price is cruel high.” 

On the other hand, suppose the state 
was employing a percentage equalizing 
formula. If the average assessed valua- 
tion per pupil was $20,000 and if the 
state’s average contribution rate was 
60 percent, the poorest district, the 
$10,000 one, would be receiving aid at 
the rate of 80 percent and a rich dis- 
trict, the $40,000 one, at a rate of 20 
percent. The price of educational serv- 
ices in both districts would be con- 
stant as expenditures expanded and it 
would be the same in both districts, 
namely 2 mills. If each chose to spend 
$500 per pupil, the total local price in 
each would be 10 mills. The 4-to-l 
total price differential between the 
$10,000 and the $40,000 districts of 
purchasing services beyond the founda- 
tion program in the Strayer-Haig ex- 
ample has been wiped out. In summary, 
the percentage equalizing plan gives no 
particular advantage to poor districts, 
but it does remove the relative disad- 
vantage under which they have labored 
for many years. 

Insofar as taxpayer resistance to 
higher school levies is a function of 
relative differentials in price (i.e., local 
tax rates) — and I think it is a function 
— one must say that foundation pro- 
gram plans, as standardly administered, 
offer a financial incentive to the richer 
districts of a state and a financial dis- 
incentive to the poorer districts. The 
percentage equalizing plan reduces the 



price of educational services more uni- 
formly in all districts and, hence, offers 
a more widely distributed type of finan- 
cial incentive. 

It might thus be good policy to in- 
corporate some form of equalized 
matching provision in the general aid 
programs in most — I do not say all — 
states. A general advantage is this: 
We live in an age of educational ex- 
perimentation and it is always difficult 
to determine what the cost of certain 
new practices is going to be in differ- 
ent types of districts; percentage grants 
allow state governments to share in the 
financing of new services even before 
costs have become standardized. But I 
am not sure that even these provisions 
will take care of the changing educa- 
tional requirements of poor districts, 
requirements related to the need to 
bring as high a proportion as possible 
of their students over the rising thresh- 
old of educational prerequisites for 
employment. I suggest that better spe- 
cial-purpose aids are called for, and I 
would like to see the distribution for- 
mula related to achievement test scores 
in the districts. For example, suppose 
the state provided funds to pay the full 
salaries of a defined number of special- 
ist teachers in all districts. (I assume 
that means can be devised to establish 
workable criteria, which would be ad- 
ministered by the state departments, for 
the selection of teachers to serve in the 
specialist roles.) It should be possible 
to allocate an extra number, a larger 
quota, that is, of specialist teachers to 
those districts in which an unusually 
high proportion of pupils in any single 
school scored below state-wide norms 
on standardized achievement tests. 

If it be claimed that the number of 
people qualified to serve as specialist 
teachers is too small to allow districts, 
and especially the poorer districts, to fill 
their quotas, it would be appropriate for 
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the state to take action to increase the 
supply. This could be done by granting 
awards equal to full salaries of certifi- 
cated teachers who undertake an addi- 
tional year (or more) of training, with 
preference given to those teachers who 
indicate that they are willing to work in 
the schools of disadvantaged neighbor- 
hoods. What if the additional burden of 
cost of this program appears to be too 
great for state revenue sources to bear? 
Then, the state might appropriately use 
a pooling arrangement. This is a handy 
device which, to my knowledge, has not 
come into common use in the United 
States. A state government, for ex- 
ample, would calculate the distribu- 
tions it had made in a given year for 
teacher retraining. Suppose it wished 
to assume 50 percent only of this bur- 
den. It would simply deduct 50 percent 
of the calculated total cost from general 
purpose allocations otherwise due the 



districts, with the deduction distributed 
among the districts on the basis, say, of 
average daily attendance. 

If it is contended that the more wide- 
spread use of general-purpose percent- 
age aids and of special purpose aids im- 
plies a greater degree of state control 
over local school policy, I would be the 
first to agree. I do not think this a bad 
thing. But in any case, I suggest we face 
the prospect either of greater state con- 
trol or greater federal control. I would 
opt for the former, because I believe 
most state governments are quite large 
enough to provide the broad adminis- 
tration of the educational services. To 
be doctrinaire about localism may kill 
local school government, but should 
the states help direct the efforts of local 
authorities toward national priorities of 
educational provision, we may easily 
preserve viable local administrations in 
our society. 
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Weighting Factors in State 
Foundation Programs 

Albert R. Munse 



Measures of educational load for 
state support plans of general elemen- 
tary- and secondary-school purposes 
are of several varieties: census, enroll- 
ment, average daily membership, aver- 
age daily attendance, days of attend- 
ance, classroom units, teacher units, 
and employed teachers. Depending 
upon certain theoretical or practical 
considerations, the states select and 
employ one or more of these measures 
for use in establishing state foundation 
program amounts. Each district re- 
ceives equal program consideration in 
relation to the particular base used. 

However, many states have wished 
to provide program recognition for 
certain additional considerations: to 
reflect cost variations beyond local con- 
trol, to assist districts to meet the addi- 
tional amounts needed for compliance 
with state salary schedules, and even to 
influence school districts to move to- 
ward state recommended goals. These 
factors have been studied and, based 
on these studies and necessary legisla- 
tive compromise, have been included 
in many of the state foundation pro- 
grams. The procedure for providing 
this recognition has been to include 
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extra allowances, to “weight” the basic 
program allowance per unit of educa- 
tional load. 

Within the framework of the founda- 
tion program various other state pur- 
poses may also be served. For example, 
state funds may be distributed to en- 
courage a high degree of local discre- 
tion and responsibility in planning and 
supporting a school program, including 
locally determined staffing practice, by 
establishing program levels while avoid- 
ing specification of the use or applica- 
tion of the money, other than designa- 
tion of its use for education. A program 
may establish a state goal for adequate 
staffing and for other school services 
by designating support at either the 
level of the local program or at the 
state standard, whichever is less. Of 
course, the program may serve to en- 
courage improved district organization 
by providing a more desirable program 
level for districts meeting the higher 
desired standard for district and school 
organization. 

This discussion of weighting factors 
gives specific information for some of 
these state purposes, hints at some pur- 
poses, and loses sight of many other 
purposes. This is unavoidable where 
the purpose of the presentation is to 
identify, and where possible, quantify 
the weights. Factors have been identi- 
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fled and separately presented as indi- 
vidual building blocks; only the sepa- 
rate dimensions of these individual 
blocks have been established. 

The state public-school finance pro- 
gram leaflets, prepared and published 
by the U.S. Office of Education in co- 
operation with a school finance con- 
tact in each state department of educa- 
tion, provided the information for this 
presentation. 

Interrelationships of these blocks are 
not always evident. If your concern is 
broader, you will want to extend your 
thinking to include the interrelation- 
ships of the various weighted and un- 
weighted items within the foundation 
program and the significant influence 
of other state grants provided for 
general distribution to school districts. 

Weighting Factors for General 
Program Support 

It is a fact that the typical state 
foundation program employs weighting 
factors in the determination of amounts 
for general school operating expenses, 
including allowances specified for in- 
structional salaries for the general in- 
structional program when such 
amounts are separately identified in a 
foundation program. As shown in 
Table 1, 41 states employed such 
foundation program weighting factors 
in 1962-63, and in addition three states 
employed one of these same factors in 
some other program by which state 
money is distributed for general-pur- 
pose use. “School or district size,” used 
by 29 states, and “pupil grade level,” 
used by 26 states, are the weighting 
factors most often employed. The 19 
states checked for “teacher training or 
experience” indicate that this base is 
also frequently used. 

Since the numbers above total more 
than 50, it is evident that some states 
use a combination of two or more of 



the factors indicated. The following list 
of items shows these combinations and 
their frequency. 



Weighting factors in- Number 

eluded in the founda- of 

tion program states 

All three factors: (pupil grade 
level, school or district size, and 
teacher training or experience) 6 

Two factors: 

Pupil grade level and school 
or district size 12 

Pupil grade level and teacher 
training or experience 4 

School or district size and 
teacher training or experi- 
ence 5 

One factor: 

Pupil grade level 4 

School or district size 6 

Teacher training or experi- 
ence 4 



Weighting factors named in Table 1 
and summarized above are limited in 
that the items represent factors spe- 
cifically identified in the state founda- 
tion programs. The tabulation is, of 
course, only as accurate and complete 
in these details as the contents of the 
state public-school finance program 
leaflets. 

Pupil Grade Level as a 
Weighting Factor 

Weighting values for pupil grade 
level, allowances which establish dif- 
ferent state program amounts for ele- 
mentary- and secondary-school pupils, 
are shown in Table 2. Kindergarten and 
junior-college grades, which are also 
weighted for inclusion in some founda- 
tion programs, are not included. 

Table 2 data are in three different 
forms: 

1. A fraction, as shown for Ala- 
bama, which indicates the number 
of pupils per teacher or classroom 
room unit, used by 21 states 



2. A per-pupil amount, as shown for 
Arizona, used by 14 states 

3. Pupil units, as shown for Arkan- 
sas, used by 13 states. 

To arrive at a weighting value for 
the grade-level factors, program allow- 
ances based on pupil grade level were 
identified. A ratio of these allowances, 



Table 1. — Weighting Factors Used in 
State Foundation Programs for General Operating 
Program Purposes, by State, 1962-63 


State 


School 

or 

district 

size 


Pupil 

grade 

level 


Teacher 
training 
or ex- 
perience 


States 
using at 
least one 
of the 
preceding 
factors 


1 


2 


3 


4 


5 


Total 


29+1* 


26+1* 


20+1* 


41+3* 


Alabama 


X 


X 


X 


X 


Alaska 


X 




X 


X 


Arizona 










Arkansas 


X 


X 




X 


California 


X 


X 




X 


Colorado 


* 






* 


Connecticut 


X 






X 


Delaware 




X 


X 


X 


Florida 


X 




X 


X 


Georgia 


X 


X 


X 


X 


Hawaii 






X 


X 


Idaho 


X 


X 


X 


X 


Illinois 


# B 


* 




* 


Indiana 




X 


X 


X 


Iowa 




X 




X 


Kansas 


X 


X 




X 


Kentucky 


X 




X 


X 


Louisiana 


X 


X 


X 


X 


Maine 


X 


X 




X 


Maryland 


X 


X 


X 


X 


Massachusetts - ■ . 










Michigan 


X 






x 


Minnesota 




X 




X 


Mississippi 




, . 


X 


X 


Missouri 






* 


* 


Montana 


X 


X 




X 


Nebraska 




, . 






Nevada 








. . 


New Hampshire. . 


, . 


X 




X 


New Jersey 








. , 


New Mexico 


X 


X 




X 


New York 


X 


X 




X 


North Carolina... 


X 




X 


X 


North Dakota — 


X 


X 




X 


Ohio 






X 


X 


Oklahoma 


X 


, , 


X 


X 


Oregon 


X 


X 




X 


Pennsylvania. . . . 


X 


X 




X 


Rhode Island 




, . 






South Carolina.. . 


X 


X 


X 


X 


South Dakota — 


X 


X 




X 


Tennessee 




, . 


X 


X 


Texas 


X 




X 


X 


Utah 


X 


. , 




X 


Vermont 


X 






X 


Virginia 




X 


X 


X 


Washington 


. , 


X 




X 


West Virginia.... 




X 


X 


X 


Wisconsin 


X 


X 


. , 


X 


Wyoming 


X 






X 


♦This factor is not used in the foundation program but is 
used in another state grant distribution. 



the amount per high-school unit di- 
vided by the amount per elementary- 
school unit, produced the measure of 
relative weight for this factor. Column 
4 of Table 2, “Ratio of high school to 
elementary,” presents these weights. 
Values of 1.0 reported in Table 2, but 
not to be reported in Tables 3 or 4, in- 
dicate that the program units employed 
are not weighted for this factor. 

Values of ratios for the 26 states 
identified as having a weight greater 
than 1.0 ranged from 1.071 to 2.286. 
There is a difference in the range and 
the median value of these ratio values 
that appears to be related to the form 
of the program unit. Programs based 
on the number of pupils per instruc- 
tional unit have ratios, or weights, rang- 
ing from 1.071 to 1.364; programs 
based on pupil units have ratios rang- 
ing from 1.187 to 1.5; and programs 
based on specified amounts per pupil 
have ratios ranging from 1.210 to 
2.286. Progressively higher medians 
(1.2, 1.31. and 1.476) are indicated 
for each of these categories, in the same 
order. The over-all median value for 
states having weighting ratios for pupil 
grade level, other than 1.0, is roughly 
1.3. 

School or District Size as a 
Weighting Factor 

School or district size as a weighting 
factor is specified in the foundation 
programs of 29 states. Tables 3 and 4 
list these states and show appropriate 
amounts. However, data are not in- 
cluded for New York, Oregon, Pennsyl- 
vania, and Utah since (a) the smallest 
size and largest size district allowances 
for New York qualify for the same 10 
percent additional amount and produce 
a ratio of 1.0, and (b) the specific 
amounts for small schools in Oregon, 
Pennsylvania, and Utah are not identi- 
fiable. For the other 25 states, 21 re- 
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